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Things have changed considerably since the days of stone Slates, Yet; no matter how advanced the technology. 
the intent remains the same: People-communicating with people. expressing their most important thoughts and ideas. 
Since 1881, Oki has been helping businesses-and individuals communicate around the world, 
without losing that personal touch. We've grown a bit since then, to a global leader in telecommunications, 
information processing and electronic devices. Still, as we develop new multimedia technologies. 
we always'keep in mind our most important goal: Getting the message across for you; without getting in the way. 


Telecommunications дъ Information Processing К” Electronic Devices 


Oki Electric Industry Co.,Ltd. 


Tokyo, Japan 
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All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530. 





Righting Hanoi 

In his August 4 article [Rights and Val- 
ues, THE 5TH COLUMN], Tran Quang Co 
quotes with approval the 1994 Vienna 
declaration that, "the protection and pro- 
motion of human rights and fundamen- 
tal freedoms is the first responsibility of 
governments." 

That's very true. It is also true that 
Vietnamese who call upon Vice-Foreign 
Minister Co's government to live up to 
that responsibility find themselves con- 
demned as criminals. My 
brother, Dr. Nguyen Dan 
Que, is a perfect exam- 
ple. He has been jailed 
for his non-violent strug- 
gle for a democratic 
Vietnam. 

To explain why Hanoi 
has failed to promote 
democracy and human 
rights, Co writes that "a 
starving country will be 
far more concerned with 
feeding its people rather 
than the forms and me- 
thods of democracy." But 
how is it that one of the 
richest agricultural lands in Southeast Asia 
has become such a starving country? Be- 
cause decades of Communist rule have 
denied the Vietnamese people the ability 
to realise their economic potential. 

The vice-minister recognises the neces- 
sity for a human-rights dialogue in the 
international arena and warns against a 
"North-South" divide. But before Hanoi 
moves to the global arena, it ought to be- 
gin a dialogue within Vietnam, to end the 
divide between a Vietnamese people 
struggling for freedom and a government 
with a 40-year record of crushing it. 

DR. QUAN QUOC NGUYEN 

Chairman 

International Committee for Freedom 
(Cao Trao Nhan Ban) 

Annandale, Virginia 


Had Tran Quang Co's government not 
turned Vietnam into a gulag after its 1975 
victory, had it not jailed hundreds of thou- 
sands of Vietnamese in concentration 
camps; had it not dispossessed its people 
from their businesses and property; had 
it not confiscated lands and forced civil- 
ians to move to new economic zones; had 
it not prohibited religious freedom; had it 
not eliminated freedom of the press, as- 
sembly and so forth — there would not 
have been the continuing exodus of po- 
litical refugees. These people, moreover, 
have been accepted by asylum countries 
after having been classified by the UN 
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Home is where the heart is: Vietnam's countryside. 


High Commissioner for Refugees as refu- 
gees. 

The vice-minister represents a govern- 
ment that is neither elected nor repre- 
sentative of the Vietnamese people. He, 
therefore, has no legal right to talk on be- 
half of Vietnamese about their hopes and 
aspirations and the need for human 
rights. 

DR. TAN NGOC VU 
ankstown, New South Wales 
Australia 
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Tran Quang Co forgets his history. Dur- 
ing World War II, the Japanese burned 
the rice crop and hundreds of thousands 
of Vietnamese starved, but they didn’t 
leave. Nor did our parents leave during 
the war years. Vietnamese tradition al- 
ways attaches itself to ancestors, the vil- 
lage, the countryside. Now they have no 
liberty, no democracy. 

Today, the government says the mar- 
ket will develop the country. But the lead- 
ership is corrupt. Even with the economic 
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market in place, liberty and human rights | 


simply do not exist. 
HIEU CONG TRAN 
Paris 


The zealous resort of communists to over- 
worked cliches such as self-determination, 
sovereignty and equality of status among 
nations reflects the obsession of a paranoic 
regime that has no mandate to rule. "If 
democracy is indeed a worthy goal for 
regulating relations within a society," as 
Vice-Minister Co says it is, when will 
Vietnam have a free election? 
DUONG THU SON 
Condell Park, New South Wales 
Australia 








Tower Power 

I would like to set the record straight on 
your description of Lippo Land's experi- 
ence with our Sudirman Tower Office 
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False Note 


project as written in your August 4 arti- 
cle, Space Race. 

The article says that “Lippo failed . . . 
to acquire all the land needed to build to 
the height promised when marketing 
began." This is untrue, as anyone can 
verify from our marketing materials. The 
building was already under construction 
when marketing began and we were able 
to get subsequent approval to add two 
more floors to the top crown of the build- 
ing. 

The article also says: "The smaller size 
left Lippo with less revenue — and some 
angry fund managers." This is also not 
factual. 

Sudirman Tower was originally plan- 
ned as a rental property. We later seized 
the opportünity to.sell. the building, due 
to the promulgation of implementation 
regulations regarding strata title by the 
Jakarta municipal government. Sudirman 
Tower became the first office building in 
Jakarta to be sold on a strata-title basis. 
The evening we launched the sales, 80% 
of the space was sold. This allowed us to 
realise the: value. on the project more 
quickly thàn would have been possible 
under a rental ѕсепагіог Not the kind 
of thing that makes fund managers "an- 


gry.” 


Since I was quoted several times in the 
article, please note the correct spelling of 
my name. 

KENNETH R. WYNN 

ve Corporate Management Adviser 
^ A | P.T.Lippo Land Development 
\ vii. Jakarta 
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Any musician will tel you that nothing 
ever “rises to а crescendo." Music rises 


"through a crescendo (Italian for "grow- 


ing”), increasing in volüme to a climax. 
"Yet both. Rigoberto Tiglao in Manila 
[Pulpit-vs..the.Pill] and S. Kamaluddin 
in Dhaka [Fundamental Problem] make 
this same mistake in your August 18 
issue. It is a pity that you allow such un- 
fortunate errors to creep into what is 
otherwise an excellently written periodi- 

cal. 

JACK THOMPSON 
London 
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Like the horse poised on the sparrow, companies 
venturing into China must show deliberation as well 
as dispatch. 

At HongkongBank we know that there is much 
more to efficiency than speed alone. 

Our goal, therefore, is not only to respond swiftly 
to your needs, but to complement that service with 
tried and tested business advice. 

When it comes to trade finance, for example, with 
our advanced telecommunications network, we can 
ensure that your business transactions are processed 
without delay. 

But more importantly, our experience of China 
trade dates back well over a hundred years to the day 
we opened our Shanghai branch in 1865. An expertise 
that currently spans nine offices strategically located 


in major business cities throughout China. 











So before you sprint out of the starting gates into 
the China market, you'd be well advised to pace the 
course with a seasoned runner. 

After all, we know that the only 
way we'll succeed is by helping 48 
you to do the same. А a 

e 
SUCCESS IN CHINA REQUIRES A DELICATE BALANCE BETWEEN MOMENTUM AND CONTROL. 


<x) 
HongkongBank 


Member HSBC Group 








Your Future Is Our Future 
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EDITORIAL 


Property Developers 


Why Asia needs intellectual pror 





Kong's Wanchai district to buy a karaoke video 
. disc recently, we were surprised by the choices. 





singer's face, voice or song. Our choices were priced accord- 
featuring the singer's face and voice. But for about half that 


image. And if all we really liked was the song, for about 
US$25 we could get a disc with someone else's image and 
someone else's voice. 


search and development, there are awesome implications. 
Whether it's pirated AZT for Aids treatment in India, bootleg 


bags in South Korea, it all runs into big money. The United 
States International Trade Commission estimates that trade 
in counterfeit goods is an US$80 billion-a-year business. 

Unfortunately, such figures tend to cast the debate over 
intellectual property rights as one that pits the developed 
world versus the undeveloped world, if only because this is 
a discussion that focuses almost exclusively on the revenue 
lost to producers and owners. Certainly this is a legitimate 
and important concern. Less tangible but perhaps even more 
important, however, is the other side of the coin: what quick- 
buck pirates cost the countries in which they operate, espe- 
cially in the developing world. 

These costs can be crippling. In terms of software, for 
example, it's true that pirates bring software like Microsoft 
Windows and WordPerfect to market at prices much lower 

_ than would otherwise be the case; the same might be said of 
certain pharmaceuticals. But these pirated goods carry two 
costs. First, there is the product itself: how many people 
really trust their computers to a program that тау carry a 
crippling virus — much less trust their bodies to pirated 
medicine? Second is the effect on the overall economies. 
How many governments really think it worth protecting 
the costs of a few illicit CD factories if it means jeopardising 
access to the latest technology? China's 1.2 billion people 
may be a giant marketing opportunity, but they are not 
likely to benefit from access to the latest and best techno- 
logy until producers are sure their patents will be respected. 
And these kinds of decisions will have ripple effects 
throughout an economy, from the money spent on advertis- 
ing to bring information about new products to the effi- 





hen we strolled into a record shop down in Hong | 


_ ers’ intellectual property rights is because it is in their self 
| _ interest to do so. Piracy and counterfeiting, after all 
The first question we were asked was whether we liked the 
| be to try to produce goods under licence. In a world 
ingly. At the top end (about US$100) was a karaoke disc | 
, portance, as the recent flaps over intellectual property - 
we could buy a disc that had the singer's voice but not his | 
_ way for Asian nations to put themselves on the cutting edge - 
| of high technology is to make themselves attractive to com- 
| panies that already are. 
The point here is that in places with fairly strong guaran- | 
tees for intellectual property rights, the market will produce | 
interesting solutions to guarantee broad access. That might | 
not seem all that critical when the issue is royalties for a | 
Michael Jackson ог an Andy Lau. But when it comes to | 
technology and other products heavily dependent on re- - 


| i 


Disney characters on schoolbooks in China or fake Gucci 


rty rights 














In short, the best reason for countries to protect fore 





inherently inefficient; a more attractive option for all woul 
economy such issues will come to assume even greater im 


tween the U.S. and both China and Japan attest. The fastes 


Flighty Ideas 
Air travellers pay political price 


magine a regulation that forced someone shipping ba- | | 
nanas from Manila to Hong Kong to agree to send his | 
ship onto China as well. Imagine further that this banana... | 


| seller was not allowed to recoup some of his costs by pick- | 
_ ing up other China-bound cargo in Hong Kong, even if his 


_ ship were completely empty. Now substitute people for ba- 






| nanas and you have some idea of what might happen to air | 


i 


| рау an added price: Filipinos who fly to Hong Kong, Hong 


ciency consumers gain from having the most up-to-date soft- | 


ware and other products available to them. 
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| hotel industries and the consumer: you. 
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travellers between Manila and Hong Kong in 1997, when | 
Hong Kong reverts to China, if the two sides can't settle on | 
а new air-service agreement before the existing one expires. - 
Neither Cathay Pacific nor Philippine Airlines is exactly. 
an innocent victim here, given their eager involvement in 
air-service agreements that stave off competition. As we - 
have argued before, however, the core problem is the 
cartelisation of the Asian air industry itself. At a time when 
the rest of the world is speeding to a multilateral trading 
regime, the air industry here remains mired in a sorry mish- 
mash of bilateral service agreements whose complexity in- 
creases with every international destination included on 
flight. Add to this a tendency to equate the national in 
with the interests of national carriers and not national. 
sumers, and the result is half-empty planes flying all ove 
Asia. In the end someone has to pay for this. E 
The Cathay-Philippine Airlines wrangle is a textbook . 
example of the inefficiencies imposed by bilateral political... 
deals. Because the Philippine carrier is a smaller airline with 
less money and equipment, it naturally would prefer a- 
world where Cathay (and others) were limited in the kind | 
of planes they would fly to Manila and how often they 
could fly them. In the end Philippine negotiators. may well - 
serve the local airline by "winning" more concessions from 
Hong Kong. But as with all such deals, everyone else will 


| Kong people who fly to the Philippines, the tourist and 
ш 





Wherever he travels, Placido Domingo is accompanied 


Such are the demands 
upon his time of the 
major Opera Houses of 
the world that, wherever 
he travels, Placido 
Domingo takes with him 
a series of green bound 
books. Into these he 
writes his engagements 
three years ahead. 

As a singer, Placido 


Domingo has commit 


ted almost one hundred 
different operatic roles 
to memory. 

He firmly believes 
this daunting repertoire 
Is necessary to attract 


the widest possible 





by his favourite instrument. 


lasted one hour and fifty 
minutes."It would have 
been easier, he has said, 
"to sing the opera all 
over again. 

However, Domingo 
is a highly-respected 
conductor as well; a 
challenge he appears 
to relish. "The operatic 
conductor is like a 
Roman charioteer. He 
has a hundred horses 
on stage and a hundred 
horses in the pit. And he 
has to control them all.” 

To keep up with 
these ever-increasing 


demands on his time 


audience, so that he is able to fulfil Placido Domingo, the Ambassador of 


his ambition of helping more people, all Opera, relies on his Rolex. 


over the world, enjoy the music he loves. 


“This watch is perfect for те, he 


He has enthralled audiences from says, because, unlike me, it never needs a 


Covent Garden to China. And one rest. You could say it is one of my Wy 


Ki 2 Ф| pen. 


legendary curtain call in Barcelona ul 
egendary c a mi am. 


b” 





most prized instruments.” ROLEX 


of Geneva 


The Rolex GMT- Master II Chronometer in 18ct. gold. Also available in steel and 18ct. yellow gold or in stainless steel. 
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The Khmer Rouge resorts to new tricks to 
destabilise Phnom Penh. Page 14. 





Should Malaysia's Tenaga Nasional worry 
about rival power-producers? Page 60. 
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COVER STORY 


resident Suharto's efforts to liberalise 
P and diversify Indonesia's economy 
are paying off. A landmark liberalisation 
package unveiled in June should bolster 
the economy and, as correspondent John 
McBeth reports, foreign investment 
appears headed for a record this year. But 
there are problems. Non-oil exports, a 
pillar of strength in recent years, have 
weakened. And banking remains 
dominated by politically driven state 
institutions that have racked up a 
mountain of bad debt, as finance editor 
Henny Sender reports. Page 70. 





Cover illustration by Yuen Tai Yung 
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While.some companies see the world in global 
terms, We prefer to view life from a more local 
perspective. 


The reason? Komatsu believes that local thinking 
is the best way to start building a better world, and 
we put our thinking to work on a global basis. 


We rely on localization of management, research, 
development, and production to make the world's 
most powerful, productive construction and 
industrial machines. We promote free exchange 
of ideas and technology through our global 
-network of independent local subsidiaries. 
We also stress strong cooperation with local 
partners, sharing opportunities for global growth. 


Think locally. Act globally. Komatsu takes this 
motto to heart as we strive to build better 
machines and better ways to build them. In 
communities around the world. 


Think locally. Act globally 
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Head Осе: 2-3-6 Akasaka, Minato-ku Tokyo 107, Japan Phone: (03) 5561-2617 Facsimile : (03) 3505-9662 
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This index lists significant references to com- 
panies in this week's issue of the Far Eastern 
Economic Review. Pages refer to the page of each 
article where the company reference appears, The 
index does not include reference to companies in 
Focuses, Special Reports or Where 10 Put Your 
- Money. 
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The Palace Hotel Beijing, 8 Goldfish Lane 


Vente Weal had Taken me 
ln Tem week, Pt UE ere s PASE SE pt ehe 


Bejing remained. Tiny, ват iti The Palace fedla му Аз 


we Donor tepa ана hike а path paved niite siik. 
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The Leading Hotels of The World Two Preferred Hotels & Resorts Worldwide 


, Wangfujing, Beijing 100006, P.R.C. Tel: (1) 512 


88909 Fax: (1) 512 
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Credit Suisse's success is rooted in the free-enter- Credit Suisse, in partnership with CS First Boston, 
prise traditions of one of the world's longest-establis- is one of the world's leading international financial 
hed democracies. We combine the essential qualities services groups. Full-service banking backed 

of Swiss stability, security and reliability with a dyna- by solid Swiss tradition — it's a combination that's 

mic global presence. hard to beat. 
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SIEMENS 


Integrated 
oystems Technology 





A daily output of 550 tons makes the 
Asia Paper Corporation in Chongwon 
the largest producer of linerboard 
packaging paper in Korea. 


The complex production process 
requires careful monitoring and 
control at every step to ensure a 
consistent paper quality. 
oophisticated process control and 
supervisory equipment from Siemens 
Is helping to ensure a smooth 
production flow. Vacuum pumps are 
being used to dehydrate the paper 
with exact data being continuously 
fed to a central control room. 


Complex manufacturing processes 
which require a smooth integration 
of individual products and 
components into a functional system 
call for a competent engineering 
partner. 


Wrapping It up - 
with Korean paper 


Siemens has the systems 
competence and engineering 
expertise to offer tailored solutions to 
the most intricate industries 
application problems.This is only 
one example. 


For further details contact 
Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 


or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
Integration. Siemens. 
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CHINA 
Activist's Hell 


Activist Qin Yongmin, 41, a 
co-signer of a 1993 "peace 
charter" advocating non- 
violent political change, has 
been bleeding seriously over 
the past two months due to 
repeated beatings in a Wuhan 
labour camp, according to a 
petition submitted to the 
Chinese Parliament by his 
wife. She says that Qin was 
denied medical care for more 
than a month. When finally 
taken to a doctor, he learned 
that his testicles were 
irreparably shattered and he 
was bleeding internally. Now 
in the ninth month of a two- 
year labour reform term, Qin 
has been accused of no crime. 


Talks on Hong Kong 


The Chinese Parliament on 
August 24 began discussing a 
proposal to dissolve Hong 
Kong's legislature when China 
resumes sovereignty over the 
colony in 1997. The proposal, 
drafted by 32 deputies from 
Guangdong province, which 
borders the colony, is expected 
to be passed. 


Meeting of Brass 


U.S. Defence Secretary William 
Perry and Gen. John 
Shalikashvili, chairman of the 
Joint Chiefs of Staff, met Gen. 
Xu Huizi, deputy chief of 
general staff of the People's 
Liberation Army, in 
Washington on August 18. Xu 
is the highest-ranking Chinese 
officer to visit Washington 
since 1989, when the U.S. 
suspended military contacts 
after the army helped crush 
pro-democracy protests in 
Beijing. 


THAILAND 

Israeli Deal 

The Thai Government has 
struck a deal to purchase Baht 
842 million (US$34 million) 
worth of radios and other 
electronic equipment for its 
armed forces from Tadiram 
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Corp. of Israel. In exchange, 
the Israeli company has agreed 
to buy Thai goods worth Baht 
169 million, or 20% of the 
purchase price. The Thai 
Government has been trying to 
encourage such barter 
arrangements when 
purchasing military 
equipment. 


INDIA 


Relic on View 


Following the lifting of a 
security cordon by Indian 
forces, thousands of Kashmiris 
visited the Hazratbal shrine in 
Srinagar from August 21 to 
mark the Prophet 
Muhammad's birthday by 
viewing a whisker said to be 
from the prophet's beard. 
Hazratbal was the centre of a 
major crisis in Kashmir last 
October, when security forces 
besieged anti-Indian militants 
inside it who were alleged to 
have tampered with the holy 
relic. 


Afghan Role Denied 


New Delhi on August 22 


denied a charge by Afghan 
faction leader Gulbuddin 
Hekmatyar that India was 
providing military assistance 
to Afghan President 
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Burhanuddin Rabbani's forces. 
Hekmatyar said that Indian 
pilots were flying Rabbani's 
jets on combat missions and 
that aircraft engines were 
being sent to India for 
overhaul. 


MALAYSIA 
Election Poser 


Posters of a beaming Prime 
Minister Datuk Seri Mahathir 
Mohamad have begun 
sprouting in Kuala Lumpur, 
fuelling speculation that a 
general election is imminent 
any time between now and 
December 1995. The official 
explanation for the posters is 
that the ruling National Front 
coalition, of which Mahathir is 
the chairman, will celebrate its 
20th anniversary on August 
24. At least 40,000 people are 
expected to turn up in the 
heart of the city to listen to a 
keynote address by Mahathir 
on the occasion. 


NORTH KOREA 


Purge Predicted 


Officials in Seoul believe Kim 
Jong Il, son of President Kim Il 
Sung, who died on July 8, may 
be springing a purge of senior 
officials. Twice, on August 21 
and 22, Radio Pyongyang 
broadcast lengthy 
commentaries condemning 
"heretical revolutionary views" 
and "ambitious people and 
conspirators" who undermined 
party unity. Earlier, on 
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August 19, handbills appealing 
for the overthrow of Kim were 
found scattered in the embassy 
area of Pyongyang. They 
indicate Kim is facing 
opposition to his formal 
takeover of power, sources in 
Seoul said. 


War Games 


South Korean and U.S. forces 
on August 22 began war 
games that North Korea said 
would prevent a breakthrough 
in its talks with Washington. A 
South Korean Defence 
Ministry spokesman said the 
U.S. Seventh Fleet would take 
part in the exercises to test its 
operational control of the 
South Korean navy during a 
war. The annual exercise also 
involves 36,000 American 
troops. 


TAIWAN 
Olympic Invitation 


The Olympic Council of Asia 
has extended a formal 
invitation to President Lee 
Teng-hui to attend the Asian 
Games in Hiroshima, Japan, 
which begin on October 2. But 
a Japanese Foreign Ministry 
official said the council should 
negotiate between Taipei and 
Beijing over whether Lee 
should be allowed to attend. If 
they are unable to resolve the 
question, reports the Mainichi 
Shimbun, then Tokyo will have 
to make a “political” decision, 
which would almost certainly 
mean no visa for the 
Taiwanese leader. 
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Foreigners held by the Khmer Rouge їп Kampot. Hight: the wages of war; some unscrupulous generals are after far bigger rewards. 
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Theatre of the Absurd 


Government disarray over the latest hostage crisis 
sheds light on the reasons why the Khmer Rouge is still 


a force to be reckoned with. 


By Nate Thayer in Phnom Penh 

hen First Prime Minister Noro- 
W dom Ranariddh ordered all dip- 

lomats and journalists out of 
southern Kampot province on August 22, 
he pulled the curtain on an unfinished 
drama that began four weeks earlier with 
the kidnapping of three Western backpack- 
ers by Khmer Rouge guerillas. 

Its a drama that, at turns, has been as 
comic as it is tragic. And as it unfurled, it 
shed light on the reasons why the notori- 
ous rebel group continues to flourish in 
Cambodia, years after it would have been 
weakened beyond redemption in most 
other countries. 

The government response to the hos- 
tage crisis was embarrassingly ineffective, 
largely because of blatant corruption and 
collaboration by local army units, includ- 
ing freelance ransom demands by senior 
officers. 





14 


It's precisely this type of government 
failure that the Khmer Rouge is exploiting 
to survive. In fact, according to Khmer 
Rouge sources and documents obtained by 
the REVIEW, the faction has adopted a new 
political and military strategy centred on 
stoking instability to bring down the gov- 
ernment. 

The opening scene of the hostage drama 
came on July 26, when the Khmer Rouge 
fighters ambushed a train in Kampot. They 
marched as many as 16 passengers off into 
the jungle, including three Western men in 
their late 20s — one Australian, one British 
and one French. 

The Cambodian Government was quick 
to use the kidnapping to repeat its plea for 
foreign military aid so it could squash the 
guerillas. The Khmer Rouge's figurehead 
president, Khieu Samphan, at first denied 
any involvement. But on August 15, the 
Khmer Rouge clandestine radio announced 
that "the three will be safely returned when 
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... the governments of the three foreigners 
stop providing any military aid to the two- 
headed government, the lackey of commu- 
nist Vietnam." 

Setting a deadline of August 30, it said 
"the ambassadors of the three respective 
countries accredited in Phnom Penh shall 
publicly and openly declare, on behalf of 
their governments, that they are halting the 
provision of military aid to the two-headed 
government now and for the future." 

But since the hostages were seized, it has 
emerged that the train attack had nothing 
to do with international politics. Senior 
Cambodian officials confirm that it was, in 
fact, a joint-venture act of banditry involv- 
ing both local army personnel and Khmer 
Rouge troops. The unexpected presence of 
Western tourists was simply an added bo- 
nus — a chance to add ransom to robbery. 

The local Khmer Rouge commanders 
initially demanded US$150,000 in gold and 
five Rado-brand watches for the release of 
the three Westerners. But before long, the 
hostages became the centre of a veritable 
cottage industry. Dozens of people 
emerged saying they represented either the 
Khmer Rouge or the government, offering 


SEPTEMBER 1, 1994 


H31n3H/0Q0O0 яну 





letters, pictures and information about the 
hostages for cash. 

A senior Cambodian army general in- 
volved in the hostage negotiations went 
independently to the Australian embassy 
and demanded US$1 million for the release 
of the hostages — US$750,000 for the 
Khmer Rouge and US$250,000 in "admin- 
istrative fees" for himself. Provincial au- 
thorities at one point called off all negotia- 
tions while they figured out which of the 
"negotiators" actually worked for the gov- 
ernment operation. 

The gallery in this theatre of the absurd 
was filled by journalists who descended on 
Phnom Penh to cover the hostage saga, in- 
cluding à swarm of unscrupulous tabloid 
reporters. Equally unscrupulous Informa- 
tion Ministry officials, trying to offset re- 
ports of government inaction and incom- 
petence, peddled staged video footage of 
the army firing rockets at the Khmer Rouge 
base where the hostages were 
being held. Both Australian and 
Japanese television crews are 
known to have paid several 
thousand dollars to these offi- 
cials. 

Getting hold of genuine foot- 
age was riskier. In Kampot 
province, government soldiers 
participating in a build-up 
around the guerillas’ Vine 
Mountain base demanded 
money at gunpoint from jour- 
nalists for permission to photo- 
graph troops or interview offi- 
cials. 

Prince Ranariddh blamed 
both the press and Western gov- 
ernments for the hostage mud- 
dle, saying Australia, Britain 
and France had objected to paying ransom 
to free their nationals. “The press and the 
three embassies have tremendously com- 
plicated our work,” he fumed. “АП of you 
countries should simply shut up.” 

The disarray that plagued the govern- 
ment's response to the hostage crisis was 
characteristic of its efforts to govern Cam- 
bodia. Since coming to power through 
United Nations-run elections in May 1993, 
the coalition has had to grapple with an 
entrenched network of military command- 
ers and local officials who have run their 
provinces through a combination of 
cronyism, corruption and intimidation for 
more than 15 years. 

The Khmer Rouge, driven from power 
by a Vietnamese invasion in December 
1978, is trying to exploit these flaws in its 
bid to regain a share of power. In fact, forc- 
ing the collapse of the government by ex- 
ploiting its weaknesses is at the core of the 
Khmer Rouge's new strategy, according to 
Khmer Rouge sources and documents. 

Conditions in the Cambodian country- 
side have seen little improvement since 
the 1991 Paris Peace Accords and the for- 
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mation of the shaky coalition government 
last year. Abuses by the army, police and 
corrupt officials have continued, feeding a 
deep cynicism among Cambodia's long- 
suffering population. Now, many view the 
UN-sponsored elections as a waste of 
time. 

It is this disenchantment, rather than 
policies of the murderous guerilla faction, 
that has planted the seeds for the survival 
of the Khmer Rouge, analysts say. 

In a May communique to cadres, the 
Khmer Rouge leadership declared that the 
events of the past several months "have 
clearly demonstrated that we can continue 
the struggle under the current circum- 
stances, that is without external support. 

"]t is similar to the situation in 1973 af- 
ter the (United States’) peace agreement 
with the Vietnamese. At that time we were 
isolated from external support. We had to 
rely on the people and get our ammuni- 
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Khieu Samphan (/eft), Ranariddh: hostage muddle. 


tion from the enemy," said the communi- 
que, obtained by the REVIEW. 

In the document, Pol Pot and his Khmer 
Rouge comrades ordered cadres to put 
pressure on the government by fuelling 
political and military instability. The move- 
ment is confident that the strategy will 
eventually force the collapse of the Cam- 
bodian Government — opening the door 
for a new "government of national unity" 
that would include the guerillas. 


reviously, Khmer Rouge policy was 
aimed not at bringing down the gov- 


ernment, but at forcing it to admit 
the Khmer Rouge into the coalition 
through a combination of pressure and ne- 
gotiations. 

Now, the Khmer Rouge is concentrat- 
ing on undermining international efforts to 
reconstruct the country. Militarily, the 
strategy calls for low-level guerilla activi- 
ties by small units throughout the country- 
side. Politically, it aims to fan the fires rac- 
ism and nationalism directed at Vietnam. 

The Khmer Rouge has suffered serious 
blows, however, since the UN peace plan 
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culminated in the formation of the current 
government. The process isolated the 
group politically, stripping it of its internal 
and international allies. 

Some Western analysts dismiss the 
Khmer Rouge as a spent force, with insuf- 
ficient military strength or popular support 
to cause fundamental problems for the new 
government. With a troop strength of only 
8,000 to 9,000, the guerilla faction is little 
more than an irritant, they say. 

But this view, which was forwarded 
early this year by policymakers from both 
the U.S. and Australia, received a heavy 
blow when the government's dry-season 
military offensive ended in May with the 
Khmer Rouge controlling more territory 
than before the offensive was launched. 

That convinced many analysts that the 
Khmer Rouge insurgency could not be 
stopped by military means. Some leaders, 
including King Norodom Sihanouk, 
publicly called for a political 
solution. 

The Khmer Rouge "military 
is there just to support the politi- 
cal objective," says one source 
close to the guerilla faction. "If 
their objective was a military vic- 
tory, OK, but their objective is 
political instability. For this they 
have enough troops." 

In any case, hopes for a nego- 
tiated solution to the conflict 
were scuttled in June when the 
government, against the advice 
of Sihanouk, passed a law out- 
lawing the Khmer Rouge and 
shutting down its representative 
office in Phnom Penh. In July, 
the guerilla group responded by 
announcing a jungle-based Pro- 
visional Government, formally partitioning 
the country. 

Khmer Rouge officials acknowledge 
that they are not powerful enough to gov- 
ern Cambodia alone, which explains why 
they are embarking on what appears to be 
a long-term effort to recruit support from 
disaffected elements of the government 
and population. 

But the radical faction — whose 1975- 
78 rule of Cambodia resulted in the deaths 
of an estimated 1 million people by execu- 
tion, famine and disease — has shown no 
signs of improving its notorious inability 
to work with other Cambodian factions. 

More than a dozen senior intellectuals 
have left the Khmer Rouge in recent years, 
fed up with the refusal of the leadership to 
allow for reform. That augurs poorly for 
the faction's ability to attract new support- 
ers. 

What that depressing scenario spells out 
is a stalemate between the guerillas and 
the government, and the continued suffer- 
ing of a people who have given up on their 
leaders' ability to bring them a semblance 
of peace. gi 
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SRI LANKA 


New Broom 


Opposition’s election win may bring ethnic peace 








By Mervyn de Silva in Colombo 


e are committed to free-market 
W policies. We will have a clear eco- 

nomic policy and the private sec- 
tor will be its main promoter.” 

So says newly installed Prime Minister 
Chandrika Kumaratunga, leader of the 
People’s Alliance which won Sri Lanka’s 
August 16 parliamentary election. Domi- 
nated by the Sri Lanka Freedom Party of 
former Prime Minister Sirima Banda- 
ranaike, Kumaratunga’s mother, the Alli- 
ance is a coalition that includes communist 
factions. In her heyday in the early 1970s, 
Bandaranaike, along with Indira Gandhi in 
India and Zulfikar Ali Bhutto in Pakistan, 
epitomised the populist-socialist policies 
then prevalent in South Asia. 

But clearly, the new generation of South 
Asian leaders have all got the free-market 
religion. In India, Prime Minister P. V. 
Narasimha Rao is busily dismantling the 
licence-and-permit raj, while his Pakistani 
counterpart, Benazir Bhutto, is presiding 
over a major privatisation of state assets. In 
that context, Kumaratunga's statement 
only provided fresh proof of how com- 
pletely the old economic ideologies have 
been swept away in the region. 

The United National Party (UNP), which 
until its defeat at the polls held power for 
17 years, had generally received good 
marks for its economic policies. But some 
concerns were raised by a package of pre- 
election goodies that President D. B. 
Wijetunge introduced earlier this year. In- 
flation remains at double digits, and 
Kumaratunga will have to keep her cam- 
paign promise to lower prices. To that end, 
she has kept the key portfolios of finance 
and planning for herself. 

Some political analysts also believe that 
the Alliance's victory has raised fresh 
hopes of an end to the 11-year-old civil war 
with Tamil secessionist guerillas in the 
north and east. Kumaratunga has said she 
is willing to open unconditional talks with 
the Liberation Tigers of Tamil Eelam, who 
are fighting for a separate homeland in the 
north and east of the country. In an appar- 
ent indication of her determination to find 
peace, she has held on to the new portfolio 
of ethnic affairs and national integration. 

The prime minister has a busy time 
ahead of her. The election for Sri Lanka's 
executive presidency must be held by No- 
vember. Wijetunge is expected to contest 
the poll, and many believe he will be op- 
posed by Bandaranaike. 

The Alliance has had to postpone plans 
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New Prime Minister 
Kumaratunga (/eft) and mother 
Sirima. Right: Wijetunge. 


to change the executive presi- 
dency to the old parliamentary 
system for want of a two- 
thirds majority. 

Lacking a stable majority in parliament, 
Kumaratunga has to count on the support 
of the minority parties. To do that she must 
concentrate on the ethnic problem. The Al- 
liance was denied a clear mandate in the 
election because it did not get more than 
50% of the popular vote. Its 105 parliamen- 
tary seats are not enough to give it a clear 
plurality in the 225-member house. By the 
same token, the UNP did manage to get a 
respectable 44% of the vote, which trans- 
lated into 94 seats in parliament. 

The new Alliance administration is de- 
pendent on the Sri Lanka Muslim Congress 
(SLMC), which won seven seats and has 
promised to support Kumaratunga, and 
assorted Tamil groups, some of them 
former separatist guerillas. But that may 
not go over well with Sinhala nationalists. 

Already, some of the non-Sinhala par- 
ties are asserting themselves. In a discus- 
sion of the role of the SLMC in the govern- 
ment, its leader M. H. M. Ashraff said: 
"The SLMC should not be taken for 
granted." Asked to explain, he added: "She 
[Kumaratunga] should realise that this is 
not an Alliance government; it is an Alli- 
ance-SLMC government." 

But Ashraff also gave Kumaratunga the 
supreme compliment from a minority poli- 
tician. “What made me sign with Chand- 
rika was the fact that she was the first 
Sinhala leader who had the courage to 
identify Sinhala chauvinism publicly. We 
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are opposed to Tamil chauvinism and 
Muslim chauvinism. | am convinced that a 
Sinhala leader who is opposed to Sinhala 
chauvinism is the answer to the bloodbath 
in our country.” 

Ashraffs comments seem to have em- 
boldened S. Thondaman, leader of the 
plantation Tamils of 
the central highlands. 
Thondaman has been 
a member of UNP 
cabinets for the past 
17 years, but has now 
informed President 
Wijetunge that his 
party, the Ceylon 
Workers’ Congress, 
will “function inde- 
pendently.” 

Thondaman did 
not insist on his inde- 
pendence when he 
was a minister in 
former President 
Junius Jayewardene's 
cabinet, nor when he 
served the late Presi- 
dent Ranasinghe Pre- 
madasa as his tourism minis- 
ter. But Jayewardene and 
Premadasa had clear majori- 
ties in parliament. In today's 
changed circumstances, both 
the Muslim and plantation 
Tamil communities are rede- 
fining their relationships with their 
Sinhala-Buddhist partners from a new po- 
sition of strength. 

[n the eye of the ethnic storm, of course, 
are the Tamils of the north and east, not 
those of the central highlands or the Tamil- 
speaking Muslims of the east. Kuma- 
ratunga will have to respond soon to the 
statement of Anton Balasingham, the Lib- 
eration Tigers of Tamil Eelam spokesman, 
who has welcomed her unconditional offer 
of a negotiated settlement. 

But President Wijetunge has retained 
the defence portfolio, which is crucial to 
the government's handling of the Tamil 
insurgency. Kumaratunga said: “We in- 
tend to end the ethnic conflict as soon as 
possible. I hope to have a reasonable work- 
ing relationship with the president." Most 
analysts believe the Tigers are far more in- 
terested in talks with the present govern- 
ment than the UNP, which always insisted 
they lay down their arms first. 

Meanwhile, troubles abound within the 
UNP camp. Gamini Dissanayake, a senior 
minister who opposed Premadasa, is mak- 
ing a strong bid to oust ex-Premier Ranil 
Wickremasinghe from leadership of the 
UNP parliamentary group. The feuds that 
once raged between the various Banda- 
ranaike family members seem to have re- 
ceded into the past with the Alliance vic- 
tory; now it's the UNP’s turn to be riven by 
dissension. Li 
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CHINA 





Mummy Dearest 


The expensive art of preserving a great leader 





By Lincoln Kaye in Beijing 


hen Russian morticians were se- 
W lected for the task of preserving 

the mortal remains of North Ko- 
rea's Great Leader Kim Il Sung, interna- 
tional soothsayers were already reading 
the entrails of Pyongyang's choice for geo- 
political auguries. Why turn to Moscow for 
expertise and not Beijing or Hanoi? 

These three capitals between them have 
a monopoly on state-of-the-art 20th-cen- 
tury embalming. Consider the short-list of 
eminent modern mummies: Soviet strong- 
men Lenin and Stalin, "Uncle" Ho Chi 
Minh of Vietnam and China's founding 
Red dynast Mao Zedong. 
One clue may be the price 
tag, as reported in wire- 
service accounts of the 
Pyongyang mortuary con- 
tract. At US$300,000, the 
Russians came in with a 
low-ball bid. 

The North Koreans 
seem to be getting value 
for their money, for the job 
of permanently preserving 
a Great Leader in condi- 
tion fit for public display 
is no simple task. Accord- 
ing to curator Xu Jing at 
Mao's Tiananmen Square 
mausoleum, it took the 
full-time efforts of thou- 
sands of specialists from 
September 1976 through August 1977 to 
lay the chairman in a seemly repose under 
the crystal lid of his sarcophagus. Even at 
socialist wage rates, such a massive collec- 
tive effort rings up daunting costs. 

The team included medical technicians, 
metallurgists, refrigeration engineers, me- 
chanics, movie studio lighting experts, in- 
dustrial glaziers and many more. On cof- 
fins alone, it took seven prototypes to get it 
right. As Xu says in her 1993 book, The 
Resting Place of the Great (available at the 
mausoleum souvenir stand), "only social- 
ism and Communist Party leadership 
could achieve such a cooperative effort." 

Xu was party secretary of the "basic 
medicine team" at the Chinese Institute of 
Medical Sciences and vice-director of the 
forensic medicine department. Moscow- 
trained in the 1950s, by 1971 Xu was al- 
ready senior enough that she was chosen 
to head a Chinese delegation on an un- 
specified mission to Vietnam. 

Nothing in her experience, however, 
mentally prepared her to face a dead Mao. 
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Other communist leaders, including the 
recently deceased Premier Zhou Enlai, had 
all been cremated. Mao's wishes on the 
subject were — and still are — unknown. 
Discussion of his health was taboo, and the 
public only learned of his death 15 hours 
after the fact. 

Yet Hua Guofeng, Mao's designated 
successor, was at his bedside within min- 
utes of his death at 12:10 a.m. The decision 
to embalm the chairman was Hua's, and 
less than two hours later a Health Ministry 
posse set out to find Xu. When the knock 
came at her door, she thought it was for 
another ideological "struggle session." Her 
institute was in the throes of criticising a 





Mao for posterity: earthquake-proof, war-proof, sabotage-proof. 


former health minister for reactionary ten- 
dencies. 

Another colleague on the embalming 
team, autopsy specialist Zhang Bingchang, 
was hauled out of a re-education camp in 
the rural hinterland of Beijing. All the way 
back to town, he feared he was on his way 
to be "struggled against." Only when they 
rolled into Zhongnanhai, China's Kremlin, 
did the embalming team learn the nature 
of their mission. 

By mid-morning, Xu and her team 
faced a grilling from the entire top hierar- 
chy of the party, including Mao's widow, 
Jiang Qing, and her "Gang of Four" sup- 
porters. The leadership wanted to know 
what had been done with Lenin and Ho. 
They also sought details of how the re- 
cently excavated Han dynasty corpse at 
Mawangdui in Hunan had been so well 
preserved for nearly 2,000 years. 

The actual washing, disinfecting and 
positioning of the body was done in the 
bathroom of Mao's Zhongnanhai suite. 
Nobody on the embalming team dared 
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take responsibility for momentous deci- 
sions like how to position the arms — 
folded across the chest, like Lenin's, or 
hanging at the sides. It was Hua who de- 
cided to let Mao's arms hang down. As for 
the colour of the chairman's final "Mao 
jacket," it took the whole central commit- 
tee to opt for the light grey one among the 
several prepared by Hongdu, the capital's 
premier tailor shop. 

By September 12, as Mao lay in state in 
the Great Hall of the People, the Gang of 
Four had turned hostile to the embalming 
effort. Jiang Qing and company wanted 
Mao memorialised with photos and relics, 
rather than a full-dress mummy. So as soon 
as the official wake was completed, the ca- 
daver was whisked away to a secret sub- 
sub-basement bomb shelter under deep 
under "a certain unspecified government 
hospital," according to Xu's book. 

The body was dunked in a herbal soup 
reverse-engineered from researching the 
Mawangdui mummy. Chemical, gas and 
refrigeration experts paced 
each other round the clock. 
So did Mao's personal 
bodyguard, under the 
command of Wang Dong- 
xing. The technicians sent 
daily reports on their work 
to Wang, Hua and Deng 
Xiaoping. 

After Jiang Qing’s ar- 
rest, construction raced 
ahead on the mausoleum, 
built to resist earthquakes, 
wars or sabotage. Mao 
rests in his crystal sar- 
cophagus on a mechanical 
bier fitted out with an ele- 
vator, so that he can be 
lowered each night after 
closing time into subterra- 
nean laboratories. There he is monitored 
daily for "vital signs" — shrinkage, discol- 
oration, desiccation or decomposition. 

The chairman's "complexion is a life- 
like, ruddy red, as if in the middle of a 
deep sleep," Xu boasts. This is achieved by 
lighting, not makeup. The sarcophagus in 
fact represents the first Chinese use of fibre 
optics. Light, carefully filtered to screen out 
potentially discolouring ultraviolet and in- 
frared rays, is piped up from the basement 
through optical cables and then reflected 
off the crystal lid onto the cadaver. 

How long Mao rests in such carefully 
lit splendour depends more on the vicissi- 
tudes of history than on technology. Mao's 
mausoleum supposedly destroys the care- 
fully calibrated feng shui of the Qing Impe- 
rial Palace, which it faces across Tianan- 
men Square. Experts swear that Beijing will 
know no lasting harmony until the 
geomantic balance is restored. But of the 
20th century's communist mummies, so far 
only Stalin has been removed from his 
place of honour. Li 
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HONG KONG 


Say 
What? 


Hong Kong shows little 
enthusiasm for Mandarin 








By Louise do Rosario in Hong Kong 
| anguage teacher Hui Moyi recalls 











how one of her students, a Hong 

Kong Chinese businessman, nearly 
blew a deal because of his poor command 
of Mandarin. His mainland Chinese part- 
ner rang asking about a purchase order — 
ding dan in Mandarin. The trader thought 
he wanted bells — din dong in Cantonese. 

Cantonese is the southern Chinese dia- 
lect spoken in Hong Kong; Mandarin is 
China's official language. Though they are 
written with essentially the same charac- 
ters, pronunciation differs 
sharply. "Hong Kong peo- 
ple have the worst putong- 
hua (Mandarin) of all Chi- 
nese,” says Hui, who has 
been running the Interna- 
tional Putonghua Language 
Centre for nine years. 

An exaggeration per- 
haps, but academics are 
concerned that Hong Kong 
doesn’t speak enough good 
Mandarin to ensure its 
smooth integration with 
China after 1997. Only 6.6% 
of the colony’s citizens 
listed Mandarin as their sec- 
ond language during the 
last official census, done in 1991. In a more 
recent City Polytechnic survey, over half of 
the corporate executives interviewed de- 
scribed their Mandarin as below average; 
most said their spoken English was better. 

A mainland Chinese doesn’t need to 
read a survey to feel like a foreigner in 
Hong Kong. He can just go into a shop, 
where the sales staff will probably speak 
Mandarin with thick Cantonese accents 
and command only enough vocabulary to 
close a sale. Even many public figures can 
muster only a few words. 

Hong Kong’s exposure to Mandarin is 
undoubtedly growing with the approach 
of 1997, when the colony will revert to 
China. Television and radio stations are 
broadcasting more Mandarin-language 
programmes, many companies have or- 
ganised Mandarin classes for their staff, 
and more language institutes have opened. 
Businessmen often hire private tutors. 

But language teachers complain that 
even among those who are making an 
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Language gap: 


effort to learn Mandarin, few are willing to | 


invest the time to learn it well. Most of 
Hui's students, for example, feel they have 
enough Mandarin after finishing an ele- 
mentary 12-hour course. 

Why aren’t more Hong Kong people 
trying to master the language of their fu- 
ture rulers? One obstacle is the usefulness 


of Cantonese, which has become more in- | 


. Dhaka medical team aids 


fluential with the expanding economic | 


power of Guangdong province, Hong 
Kong's nearest neighbour in China. Most 
of Hong Kong's China business is done via 
Guangdong, where Cantonese is still the 


dialect of daily life. Hong Kong people like | 


T 


to point out that from dishi (taxi) to dageda 
(mobile telephone), Hong Kong-style Can- 
tonese is making its way into the daily con- 
versation of mainlanders. 

Still, many Hong Kong-style colloquial- 
isms are incomprehensible to mainlanders, 
widening the language gap. Hong Kong, 
moreover, writes with traditional Chinese 
characters, rather than the simplified ones 
introduced by China's communist rulers. 
“If we insist on defining our mother tongue 
as spoken Cantonese and writing in 
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A Friend 
In Need 


Rwandan cholera victims 








By Sayed Kamaluddin in Dhaka 








he pictures of Rwandan refugees dy- 
ing by the hundreds evoked a re- 
sponse not only in developed coun- 
tries, but also in Bangladesh, the home of 
one of the world's leading laboratories re- 
searching cholera. 

On July 25, a team of six Bangladeshi 
doctors and two American aides left 
Dhaka for Goma, Zaire, to set up a tent 
hospital to treat people suffering from the 
disease. 

Bangladesh is no stranger to cholera. In 
the old days, the disease might claim more 
victims in the aftermath of a cyclone than 
were killed when winds and floods first 
struck. This is no longer the case, thanks to 


, miraculous little packets of sugar and salt 


that are distributed to people in an area hit 
by a cyclone. These same packets were 
shipped to the Rwandan refugees. 
Cholera, like other afflictions that cause 
diarrhoea, kills by preventing the body 
from retaining fluids. Researchers at the 


| International Centre for Diarrhoeal Disease 


Research (ICDDR) in Dhaka discovered 25 
years ago that ingesting a combination of 
salt and sugar in just the right proportions 


f enabled the body to retain fluids and thus 
| survive the ravages of cholera. 


Hong Kong prefers the old script. 


Cantonised characters, a decade or two 
from now, Hong Kong people will be de 


facto illiterates in the Chinese-speaking | 


world," warns Woo Chai-wei, president of 
the Hong Kong University of Science and 
Technology. 

Educators accuse the colonial adminis- 
tration of not doing enough to promote 
Mandarin, which is the medium of instruc- 
tion in all mainland schools. The colony's 
Education Department recently introduced 


It took less than two days' notice before 
the ICDDR team, led by Dr. Abdul Kasem 
Mohammad Siddique, was on its way to 
Goma. “We are fully prepared for such an 
exercise, says Dr. Demissie Habte, an 
Ethiopian national who directs the centre. 
The United States Agency for International 


| Development provided US$40,000 to fund 


the mission. 
The situation in Goma was chaotic, with 
a rush of new refugees and thousands dy- 


| ing from cholera. The team quickly re- 


Mandarin lessons in schools, but these are | 
| outbreak, set up a network of hospital 


limited to one 45-minute class a week. And 
as Mandarin isn't assessed in public exami- 
nations, certificate-conscious students 
rarely make a serious effort to learn the 
language. 

But many Hong Kong people seem con- 


fident they'll be able to catch up when the | 


time comes to compete for jobs or business. 


viewed the epidemiology of the cholera 


tents, determined treatment procedures 
and advised on staffing. They trained local 
health workers, who had little experience 
in handling cholera cases. By the first week 
in August, the team was able to send a fax 
back to Dhaka: "Things are under control. 


| Cholera situation much improved.” 


“Come 1997, we'll be surrounded by nor- | 
_ Dhaka, where the ICDDR is now turning its 


therners, says a bank branch manager. 
"Until then, we don't have to learn any 
more Mandarin." а 
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By August 11, the team was back in 


attention to fighting the Aids virus. Clearly, 
aid recipients can make good donors. ж 
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Port of Convenience 


By Louise do Rosario in Hong Kong 


ow does Taiwan, which bars direct 
sa with China, conduct an ever- 

expanding symphony of trade, in- 
vestment and tourism on the mainland? 
The answer: mainly through the British 
colony of Hong Kong. 

In 1997, however, the answer will be- 
come part of the problem. Hong Kong’s 
handover to China would make travelling 
or trading through the colony technically 
illegal for Taiwanese. 

To escape the dilemma, Taipei has come 
up with a characteristically pragmatic so- 
lution: pretend that nothing has really 
changed. Taiwan’s recently published 
Hong Kong-Macau Relations Bill will grant 
the two territories special third-party sta- 
tus, setting them apart from the rest of 
China in Taipei's eyes. 

For Hong Kong citizens hoping to take 
refuge in Taiwan, though, the bill isn’t so 
accommodating. It calls for restrictions on 
the number of settlers from Hong Kong, 
and places limits on what they can do in 
Taiwan — treating them like other foreign 
workers. 

The restrictions have infuriated Tai- 
wan’s backers in the British colony, who 
resent being lumped in with the mainland 
Chinese. “It’s a device of Taipei to get rid 
of all of its supporters in Hong Kong,” 
steams 73-year-old He Jiahua, secretary- 
general of Zhongshan Xuehui, a group of 
pro-Taipei writers based in Hong Kong. 

The bill is due to be set before Taiwan's 
parliament at the end of the year. While 
Taipei's supporters in Hong Kong may feel 
betrayed by its provisions, others familiar 
with Taiwan's policies are not surprised. 
The bill, analysts say, merely reflects Tai- 
wan's practical approach to Hong Kong, a 
vital business partner but a political hot 
potato. 

Hong Kong is Taiwan's second-biggest 
export market after the United States, and 
it provides the republic with a hefty trade 
surplus: US$16.7 billion last year. The 
number of visitors from Taiwan to Hong 
Kong grew to 1.78 million last year from 
166,762 in 1984. Most exports and travel- 
lers from Taiwan end up in China. 

To allow Taiwanese to keep using the 
valuable stopover point, the bill seizes on 
Hong Kong's status as a Special Adminis- 
trative Region of China for 50 years from 
July 1, 1997, under Beijing's one-country, 
two-systems agreement with London. 

Because Hong Kong will be "a special 
territory ... with a high degree of freedom 
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Taipei to keep using Hong Kong as China gateway 





Taiwanese reminders in Hong Kong. 


and an international status," many present 
practices will be allowed to continue after 
they are cleared by the relevant govern- 
ment departments, the bill says. Among 
the practices authorised in the 58-article bill 
are the following: 

»> Aircraft and ships from Taiwan can 
travel to Hong Kong. 

P Publications and films from Hong Kong 
can circulate freely in Taiwan. 

> Hong Kong companies can invest in 
Taiwan, but not those with mainland capi- 
tal exceeding 2046 of their equity. 

> Taiwan companies, including financial 
institutions, can set 
up business in 
Hong Kong. 

> Taiwan will rec- 
ognise copyrights, 
patents, profession- 
al qualifications and 
other business- 
related documents 
secured in Hong 
Kong. 

The overwhelm- 
ing emphasis on 
economic ties in the 
Hong Kong-Macau 
Relations Act un- 
derscores the sea 
change that has 
taken place in Tai- 
wan's policy to- 
wards Hong Kong 
since the 1970s. 


Year | | 
exports 
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Hong Kong used to serve as an impor- 
tant political outpost for Taiwan's ruling 
Kuomintang (KMT), the nationalist party 
that fled to Taiwan in 1949 after its defeat 
by Mao's army. As part of its campaign to 
win the hearts and minds of Overseas Chi- 
nese, the KMT operated schools, labour un- 
ions, commercial enterprises, publications 
and a refugee community in Hong Kong. 

When KMT influence was at its peak in 
the 1950s and 1960s, the party's flag could 
be seen flying from houses and buildings 
across Hong Kong each year on October 
10, Taiwan's national day. Only British co- 
lonial authorities, intent on preventing a 
confrontation with Beijing, kept KMT activi- 
ties in check. 

When Hong Kong's political future was 
sealed in the Sino-British Joint Declaration 
of 1984, Taipei denounced the agreement 
and even flirted with the idea of encourag- 
ing Hong Kong Chinese to settle in Tai- 
wan. But it eventually bowed to reality and 
fell silent on the Hong Kong issue. 

Taiwan's new approach was further re- 
fined by John Ni, an outspoken official who 
arrived in 1991 to head the Foreign Minis- 
try's office in Hong Kong, the Chung Hwa 
Travel Service. Instead of anti-communist 
evangelising, Ni concentrated on winning 
friends in all circles, personifying Taiwan's 
new-style diplomacy. But Ni's success 
drew the ire of China, and lately he has 
adopted a much lower profile. 

One sign of Taiwan's declining political 
influence in Hong Kong was the closure in 
February 1993 of the Hong Kong Times, the 
KMT's official mouthpiece in the colony. 
The daily had steadily lost circulation for 
years before shutting its doors. Some new 
Taiwanese-owned publications have ap- 
peared in Hong Kong, but their appeal is 
purely commercial. 

Taiwan's semi-official offices in Hong 
Kong are also preparing for the transition 
to Chinese rule. The Government Informa- 
tion Office's representative bureau has 
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changed its name from the Free China Re- | TAIWAN 


view to the Chung Hwa Information and 
Culture Centre. “We intend to stay after 
1997,” says director Susie Chiang. “We are 
about culture, not politics." 


keenly affect Hong Kong Chinese, who for 
decades could easily migrate to Taiwan. 
That preferential treatment has started to 


be whittled away in the past few years, | 


because cash-rich Taiwan no longer needs 
to woo Overseas Chinese capitalists. 

Now, the new bill suggests setting a 
quota on the number of settlers from Hong 


Kong, and calls for them to be subjected to — 


С 


| wan's most prestigious newspapers? 


the same employment laws as those regu- 
lating other foreign workers. Also, immi- 
grants from Hong Kong need to be regis- 
tered residents of Taiwan for 10 years be- 
fore they can organise political parties or 
to take up a posts in the military. 

"These provisions are used to guard 
against mainlanders going to Taiwan via 
Hong Kong," explains Chiang. "Imagine, 
if we have a mainlander running for presi- 
dent, it would be the end for Taiwan." 

Taiwan's supporters in Hong Kong 
view the measures more cynically. "Tai- 
wan fears that if too many Hong Kong peo- 
ple go there, the island will sink,” quips 
Raymond Wong, a popular Hong Kong 
news commentator who contributes regu- 
larly to Taiwanese publications. 

Some suggest that Taiwan's fears of a 
wave of Hong Kong Chinese immigration 
are unfounded. "Most prefer to go to the 
United States and Canada," says Wong 


Chi-hung, who runs an association for | 


alumni of Taiwanese universities. 

But Byron Weng, a professor at the Chi- 
nese University of Hong Kong, says the 
defensive posture is inevitable. "This will 
be a Taiwan law,” says Weng, one of seven 
drafters of the bill and the only one who 


lives in Hong Kong. "Its first and foremost 
mission is to take care of Taiwan's inter- 


ests." 
Indeed, China has used Hong Kong to 
press its goal of reunifying Taiwan with 


the mainland. Communist officials, for ex- | 


ample, actively nurture connections with 
Taiwanese businessmen operating in the 
colony. “Аз long as China is pushing for 
unification, Hong Kong will remain a com- 
plicated issue for Taiwan," says Weng. 


Taiwan's opposition, in fact, will prob- | 
ably argue that the bill should be even | 
more restrictive to protect Taiwan's na- | 


| 
| 
{ 














tional interests. “You can count on a lot of | 


debate," Weng predicts. 

No matter how pragmatic, the bill can- 
not provide answers to all the problems 
arising from the 1997 takeover. There is 
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The shift in Taiwan’s attitudes will | 


The Purse 


A newsroom rebels 
against its owner 


By Julian Baum in Taipei 








an an aggressive property deve- 
loper and ambitious politician make 
a reliable proprietor for two of Tai- 


Many of the 300 staff members at the 
Independence Evening Post and Independence 
Morning Post don't think so and are putting 


| their jobs on the line to underscore their 
. concern. They believe their new owner — 


businessman and politician Chen Cheng- 
chung, who bought the loss-making news 
group for US$34 million — will use the 
dailies to advance his political career and 
the interests of his business associates. 
When the buyout was announced on 
August 15, the staff defied Chen by pub- 
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Buyout target: the staff saw differently. 


| lishing that day's edition with a blank front 


page. A week after the deal was completed, 
the employees' union and incumbent edi- 
tors continued to shut out the new owner's 


| appointees from the newspaper offices and 


demanded that he sign an agreement to 
protect the publication's editorial inde- 
pendence. They also want the right to elect 
their top editors. 

The newsroom rebellion is probably 
unique in the history of Taiwanese journa- 
lism. In the past, journalists have often pro- 
tested over pay, and some individuals have 
stood up against press censorship. 

"Based on what we know about his 


| business operations, Chen is completely 


little Taipei can do, for example, about its | 


air-services agreement with Hong Kong, 
due to expire shortly. Beijing has indicated 
that Taipei needs to speak directly to Bei- 
jing to sort out issues such as aviation links 
with Hong Kong. E 
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unreliable and untrustworthy," says Li 
Yong-teh, incumbent editor-in-chief of the 
Independence Evening Post. "If he uses the 
newspaper for his own purposes, our repu- 
tation will be destroyed." Six years in his 


| job, Li has been fired by his new boss but 
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refuses to leave. 

Observers close to the buyout say it's 
unfair to judge the controversial new 
owner too quickly. ^Sure his reputation 
isn't very good, that's why he wants the 
newspaper," argues a journalist close to 
Chen. “How can you say he won't be reli- 
able when he hasn't done anything yet?" 
Chen declined an interview until after the 
controversy is settled. 

Founded in 1947, the Independence 
Evening Post was the only daily not con- 
trolled by the government during the en- 
suing four decades of martial law. It has 
earned a reputation for fairness and inde- 
pendence. But since martial law was lifted 
in 1988, the number of newspapers has in- 
creased 10-fold and some 289 daily or 
weekly publications are now registered 
with the government. Under such cut- 
throat competition, circulation for the 
group's evening paper has fallen to 80,000 
from 140,000, say staff members. The 
morning paper was established in 1987 and 
has run up huge operating losses, averag- 
ing almost US$4 million annually, with 
paid circulation now below 40,000. 

With its property fully mortgaged and 
net assets of zero, Chen's purchase price 
represents the value of the dailies’ good- 
will. Analysts say that it would cost even 
more to start a newspaper from 
scratch and that the deal was the 
chance of a lifetime for the up- 
and-coming politician and con- 
struction operator. 

Chen belongs to a Taipei busi- 
ness syndicate called the San 
Chung, which is dominated by 
property dealers and construction 
contractors. Members of the syn- 
dicate own two dailies. The syndi- 
cate strongly identifies with Presi- 
dent Lee Teng-hui and the ruling 
Kuomintang (KMT). According to 
a source close to Chen, the presi- 
dent gave tacit approval for the 
newspaper purchase. Under Chen's pred- 
ecessor, the daily had been critical of the 
president. If Chen follows the example of 
the other two newspapers controlled by the 
San Chung syndicate, he will not allow 
such criticism. “Не will support the KMT 
on all important issues, but on lesser mat- 
ters the editors will have a free hand,” says 
a journalist who knows Chen. 

Chen could expect that his new acquisi- 
tion will boost his prospects for national 
office. He is now serving his second term 
in the Taipei City Council, where he is 
known as the "big gun" for his outspoken- 
ness in gaining construction contracts from 
government agencies. Associates say he 
has ambitions to serve in the national legis- 
lature. He failed by less than 1,500 votes to 
win a legislative seat representing Taipei 
two years ago, but associates say he has his 
sights set on winning a legislative seat the 
next time around. " 
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Tribal Trouble 


Delhi faces the prospect of yet another insurgency 





By Jayanta Sarkar in Calcutta 


p 








robably the last thing the govern- 
ment in New Delhi wants in the 
country's troubled northeast is yet 
another bloody tribal insurgency. But it 
now appears that is exactly what it faces in 
the Assam region. 

The federal government's latest chal- 
lenge comes from the Bodo, a relatively 
small but aggressive tribal group number- 
ing about 700,000. Political observers and 
sections of the intelligence community in 
New Delhi see the turn to violence by the 
previously quiescent Bodos as a bad omen 
for the future tranquillity of the region. 
They fear that others among the 300 tribal 
groups in the region could decide to fol- 
low the Bodo example and take up arms in 
pursuit of autonomy. 

The Bodo insurrection — hard-core 
militants are estimated by the government 
to number 200-500 — is relatively new for 
India's northeast, parts of which have been 
in an almost permanent state of unrest 
since independence in 1947. Indeed, nego- 
tiations for a political solution to the Bodo 
desire for autonomy seemed to be proceed- 
ing relatively smoothly until recently. In 
February 1993, the federal government, the 
government of Assam state and several 
groups representing the Bodos signed an 
accord that gave the group limited politi- 
cal and administrative autonomy. But the 
area has been plagued by sporadic blood- 
shed since the signing, and a particularly 
bloody episode in July appears to have 
placed the future of the accord in question. 

From July 18-24, rebels from the Bodo 
Security Force, which is spearheading the 
demand for a “liberated Bodoland,” 
burned several villages near the town of 
Barpeta and attacked the fleeing villagers, 
killing about 100 during seven days of vio- 
lence. “The Bodos have betrayed the ac- 
cord,” Assam Chief Minister Hiteshwar 
Saikia commented in the wake of the mas- 
sacre. 

One immediate fallout of the collapse 
of the accord has been increased tension 
between the Bodos and the much larger 
population of outsiders who live in the 
northern districts of Assam state in which 
the Bodo region is located. Most of the set- 
tlers are Muslim immigrants who have fled 
Bangladesh. Others are Hindus from other 
parts of India, as well as some from Bang- 
ladesh. 

Under the 1993 accord, a Bodoland Au- 
tonomous Council (BAC) was set up, a kind 
of halfway house between the high degree 





of autonomy enjoyed by a full-fledged state 
and the much greater dependency of an 
administrative district. Three quarters of 
the 40-member council was made up of 
Bodos, with the remainder drawn from the 
other communities living in the BAC’s de- 
marcated territory, which covers 2,570 vil- 
lages and about 2 million people. Within 
that territory, however, the Bodos them- 
selves account for only about one third of 
the total population. 

At the core of the failure of the accord 
was the issue of immigration by non-Bodos 
into Bodo areas. For many Bodos, their 
fears of becoming a minority in their own 
land were given credence by the cancella- 
tion of elections scheduled to be held 





Indian army troops: mission in Bodoland. 


within six months of the signing of the ac- 
cord. The accord was also unpopular with 
many of the immigrants, who feared that a 
Bodo minority administration would sub- 
ject them to discrimination. 

The Bodo Security Force’s solution to 
the population imbalance is simple: drive 
the immigrants away and thereby estab- 
lish a Bodo numerical majority. “That lies 
at the root of the carnage that we have just 
seen,” says Golam Osmani, leader of the 
United Minorities Front of Assam and a 
former minister in a Congress Govern- 
ment. Muslim and other communities in 
Assam are now planning to organise a re- 
sistance movement to counter the Bodo at- 
tacks. 

The army has now been called in to 
supplement local security forces in at- 
tempting to control the Bodo insurgency, 
the third major offensive it has been forced 
to deal with in the area. Code-named Op- 
eration Kranti, the army’s latest campaign 
is aimed at flushing out the Bodo militants 
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who have been using the nearby Manas 
Tiger Reserve, a sprawling 2,837-square- 
kilometre wildlife sanctuary, as their base. 
The rebels are funding their activities by 
selling tiger skin and rhino horn poached 
from the park. 

The Manas reserve extends into the 
foothills of neighbouring Bhutan, which 
Bodo militants reportedly use as a sanctu- 
ary when pressed by the army. Chief Min- 
ister Saikia and army commanders have 
urged New Delhi to seek permission from 
Bhutan for the Indian forces to pursue 
Bodo guerillas up to 20 kilometres inside 
the Bhutan border. A favourable Bhutanese 
response is expected. 

The Bodo offensive is one element in a 
widespread tribal agitation that has dis- 
turbed peace in the northeast ever since a 
group of non-indigenous politicians al- 
lowed, indeed encouraged, a large-scale 
influx of foreigners into the area. The 
politicians hoped the immigrants would 
form a reliable bank of votes to counter 
the indigenous vote. For some years, the 
plan worked, but the 
presence of immigrants 
precipitated a backlash 
among the tribal 
groups, and the ques- 
tion of immigration 
soon came to dominate 
political debate in the 
area. 

According to Indian 
government intelligence 
sources, the Bodo mili- 
tants have already es- 
tablished links with 
other underground or- 
ganisations operating in 
the region. The biggest 
and most active has 
been one faction of the 
National Socialist Coun- 
cil of Nagaland (NSCN), which recently at- 
tacked an army convoy in Manipur, killing 
23 soldiers. 

Other insurgent groups now active in 
the area include the Kuki Nationalist 
Army, the People's Liberation Army and 
the United Liberation Front of Assam. 
Sometimes those groups turn to the NSCN 
for support, which is often extended on 
strictly commercial terms. Indian intelli- 
gence sources allege that Pakistan's Inter- 
Services Intelligence has already estab- 
lished links with some of these organisa- 
tions and has been extending logistical and 
other forms of support. 

A new development has been a move 
by the insurgents to internationalise the 
issue. The NSCN already runs an organisa- 
tion called the Asian Indigenous Peoples 
Pact in Bangkok. Security forces suspect it 
of funnelling arms to the northeast mili- 
tants. It also keeps in close touch with the 
Naga underground government, which is 
also based in Bangkok. * 
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Boom-in-Waiting 


Sakhalin fights to turn its oil and gas into a better life 





By Jeffrey Lilley in Sakhalin — 


! tis on Sakhalin that Russia's two-headed 














eagle cranes its neck farthest east. And 

historically, the eagle has looked at what 
it saw with some disdain. 

"If only those who liked Sakhalin lived 
there, the island would be uninhabited,” 
wrote the Russian writer Anton Chekhov 
in 1890. In those days, the island was a 
Tsarist gulag, site of a penal colony where 
women worked as prostitutes, syphilis ran 
rampant and children grew into hardened 
criminals. In the modern era, shut off from 
the world by Soviet xenophobia, Sakhalin 
gained notoriety as the site of the 1983 
shooting down of Korean Air Lines flight 
007 by Soviet fighters. 

Under the Soviets, life was hard on the 
hermetically sealed island. And the daily 
grind continues for most islanders today. 
What's new, however, is the emergence of 
hope for a better future. Sakhalin is dream- 
ing of vast wealth, and those dreams hinge 
on unlocking the island’s huge reserves of 
oil and gas. 

“Oil is our good fortune,” says Galina 
Pavlova, deputy manager of the Sakhalin 
Department for the Development of Off- 
shore Mineral Resources. Sitting at a desk 
piled high with briefs projecting billions of 
dollars of investment in energy develop- 
ment, she says: “We joke that Sakhalin will 
become the United Sakhalin Emirates.” 

Pavlova’s vision of a more prosperous 
future moved closer to reality in June, 
when Russian Prime Minister Viktor 
Chernomyrdin signed the Sakhalin-2 
agreement in Washington. The US$10-12 
billion deal between a local company, 
Sakhalinmorneftgas, and three foreign oil 
firms is aimed at developing the oil and 
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gas reserves off Sakhalin’s northeast coast. 
Should two other oil and gas contracts go 
forward with the Sakhalin-2 deal, the is- 
land stands to gain more than US$20 bil- 
lion in foreign investment over the next 30 
vears. By comparison, total foreign invest- 
ment in the Russian Federation in 1994 is 
projected to be no more than US$2 billion. 

Situated on the rim of the Asia-Pacific 
region, Sakhalin is counting on improved 
links with the booming economies of its 
regional neighbours. A brisk trade in ma- 
rine products already exists with Japan, 
situated a mere 50 kilometres to the south. 
The connection with Japan has historically 
been strong; Sakhalin has been contested 
by Japan and Russia since the mid-19th 
century. Following the Japanese naval vic- 
tory in the battle of the Tsushima Strait in 
1905, Japan occupied the southern half of 
the island for 40 years. 

In the closing days of World War II, 
Soviet forces invaded the Japanese-held 
half of Sakhalin and took over the Kurile 
island chain to the east. Though the Kuriles 
are under dispute and the squabble has put 
a crimp in Russo-Japanese economic and 
political links, Sakhalin's officially regis- 
tered exports to Japan jumped 35% in 1993 
— to US$176 million from US$130 million 
the year before. The real figure is probably 
even higher, given the unreported nature 
of much fish trading. 

Links with South Korea are developing 
rapidly, and a local Korean minority of 
40,000 gives the island's capital, Yuzhno- 
Sakhalinsk, a distinctly Asian feel (see ac- 
companying story). Since the establishment 
of diplomatic relations between Moscow 
and Seoul in 1990, Sakhalin's ties with 
South Korea have boomed. Trade, tourism 
and transportation links have increased 
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each year. But Sakha- 
lin's most lucrative and 
far-reaching ties with its 
Asian neighbours will 
come with the develop- 
ment of its natural re- 
sources. Says Pavlova: 
"Oil and gas will be our 
real entrance to Asia." 

However, making 
that entrance is going to 
be a race against time. 
Cut adrift by Moscow's 
budgetary woes and 
victimised by high 
transport costs, the peo- 
ple of Sakhalin are leav- 
ing in droves for a 
better life on the main- 
land. In the first four 
months of this year, 
some 17,000 Sakhalin residents left for 
other parts of Russia. 

If that rate of departure continues, the 
island would have lost a tenth of its popu- 
lation of 700,000 by the end of the year. 
Western oil specialists are especially wor- 
ried by the exodus of top-notch geologists, 
chemists and oil and gas engineers who 
can no longer wait on meagre salaries for 
the international oil projects to kick in. 

Daily life on Sakhalin can be punishing, 
with food prices on the island among the 
highest in Russia. Many residents make 
ends meet by growing their own vegeta- 
bles and fishing in the island's abundant 
streams. Hospitals depend on uncertain 
shipments of humanitarian aid for needed 
drugs. Life expectancy for men is reported 
to be down to 54, while women live to 60. 

In an appeal to the Russian Parliament 
in early June, the chairman of the Sakhalin 
Regional Parliament, Valiulla Maksutov, 
warned that the island region was on the 
verge of a social explosion. "To be poor in 
spite of having the only energy resources 
in the Russian Far East is not just a shame," 
said Maksutov, "it's criminal." 
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Sakhalin residents blame the former 
Soviet Union's energy policy for the is- 
land's woes. Since the Soviet takeover in 
1945, the energy needs of Moscow have 
come first. Sakhalin's only pipeline carries 
crude oil not to the island's own popula- 
tion centres but to the Komsomolsk-na- 
Amur refinery on the mainland — from 
where it is shipped back to the island. 
Yuzhno-Sakhalinsk residents routinely en- 
dure power outages because of insufficient 
energy supplies. 

Much to the chagrin of the locals, Mos- 
cow still holds the key to the island's fu- 
ture. Oil and gas agreements, such as the 
one signed in Washington last June, will be 
useless without accompanying legislation 
that defines property rights and taxation 
rates in the energy deals. An export tax of 
US$5 a barrel has already crippled at least 
one major foreign oil venture in Russia. 

Western oil executives warn that the 
same could happen in Sakhalin if the Rus- 
sian Parliament doesn't act. "The current 
tax is severe enough to prevent us from 
going through with our project, says a 
Western executive with Sakhalin Energy 
Corp., a Dutch-Japan- 
ese-American consor- 
tium that has won the 
rights to develop the 
Sakhalin-2 oilfields. 

Russia's first pro- 
duction-sharing law 
has already been codi- 
fied, but the legislation 
awaits passage by Par- 
liament later this year. 
Analysts are optimistic, 
however, that the law 
will be passed. This 
would free three large- 
scale oil-development 
projects, including 
Sakhalin-2, to go for- 
ward. 

Sakhalin residents 
are pinning their hopes on it. In negotiat- 
ing the oil contracts, Sakhalin regional ad- 
ministrators insisted on infrastructure-im- 
provement clauses to ensure the island's 
development regardless of the profitability 
of the deals. "The oil projects should raise 
Sakhalin's standard of living to the level of 
the progressive regions of Russia," says 
Pavlova. 

Development specialists from Alaska 
have helped Sakhalin administrators de- 
velop an investment plan for the island. A 
Sakhalin Development Fund will get 
US$100 million from each of the three 
projects. In addition, another US$100 mil- 
lion will be amassed in a royalty fund. The 
money will go to the construction of 
schools, cancer centres, communications 
networks, port refurbishment, road deve- 
lopment and water-purification systems. In 
the populous southern rim of the island, 
coal-powered electric power stations will 
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be converted to gas, freeing the island from 
dependence on outside sources of energy. 

There are already signs that foreign in- 
vestment is kicking in, particularly in the 
service and trading sectors. "We came in 
because of the oil,” says Ivan Chivers, man- 
ager of Sakhalin Telecom Ltd., a telecoms 
joint venture between Cable & Wireless 
and the local telephone company. Accord- 
ing to Chivers, business is up 40% so far in 
1994. Sakhalin Telecom is currently using 
only 2,000 lines of its 200,000-line capacity. 
"We need to stay afloat and wait for the oil 
boom to arrive," he says. 

For Nimir-Petrosakh, a joint venture 
with Dallas-based Nimir Petroleum of the 
U.S., the oil boom has already arrived (see 
accompanying story). In May, Petrosakh 
started refining Sakhalin oil at its US$70 
million state-of-the-art refinery overlooking 
the Sea of Okhotsk on Sakhalin's east coast. 
It plans to export its production to Japan 
and South Korea. "We are in the middle of 
the hottest crude-oil market in the world," 
says Petrosakh President Donald Joiner. 

Sakhalin's businessmen are eyeing fu- 
ture development contracts. Kon En Gu, 





Petrosakh refinery: all eyes on the Japanese market. 


an ethnic Korean entrepreneur, says he will 
bid for construction contracts. "Sakhalin is 
a Klondike for business," says Kon, refer- 
ring to the Klondike Gold Rush in North 
America in the 19th century. “I think, with 
the beginning of Sakhalin-2, business will 
go up sharply — infrastructure like roads, 
communications and housing." 

Sakhalin's dreams are big, but for the 
moment local conditions continue to 
worsen, and there are no visible dividends 
from the island's oil wealth. "People had 
hope, but the oil deals have taken such a 
long time," says Lyuba Lee, 35, a Sakhalin 
entrepreneur who opened Yuzhno-Sakha- 
linsk's first bed-and-breakfast hotel early 
this year, only to have her first US$1,000 in 
earnings stolen. “We are a rich island,” she 
says, "but we live badly." 

Development may be taking its time, 
but many observers are betting that it will 
come sooner rather than later. Е 
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‘The First 
Pancake’ 


Pioneering U.S. oil firm 
has hits and misses 


s construction manager of a brand 
A new US$70 million oil refinery on 

Sakhalin Island, Dennis Mosher has 
much to brag about. But his smile beams 
brightest when talking about the dock he 
built last fall on the Sea of Okhotsk. 

Using local materials and Russian la- 
bour, Mosher put up the dock in just five 
weeks, in time for the landing last October 
of a barge with 4.5 million kilograms of 
construction material for the Petrosakh oil 
refinery on the east coast of Sakhalin. 

“There had never been such a landing 
on this island, and there had never been 
such equipment brought over,” recalls 
Mosher. “The Russians didn’t think I could 
do it.” 

Mosher and Petrosakh have made a 
habit of pushing the envelope in Russia. At 
its site 650 kilometres northeast of Sakha- 
lin’s capital, Yuzhno-Sakhalinsk, Petrosakh 
brought five wells that the Soviets had 
abandoned as unprofitable in the 1970s 
back to production capacity. In May, just 
seven months after the barge landing, 
Petrosakh, a joint venture between Nimir 
Petroleum of the United States and two 
Russian partners, entered the history books 
by becoming the first foreign-built oil re- 
finery to operate on Russian soil. 

“We are the ones who showed it could 
be done,” says Richard Powell of Beau- 
mont, Texas, Petrosakh’s refinery manager 
and one of a handful of Texas oilmen who 
run the remote Petrosakh operation. 

Getting the job done was a logistical 
and manpower feat. Petrosakh shipped in 
18 million kilograms of construction mate- 
rial and equipment on barges, built a self- 
contained housing unit with a kitchen 
transported from the north shore of Alaska, 
drilled its own water wells and hooked 
into CNN. Food for the 287 employees at 
the remote refinery site, including 20 
Americans, is ordered six months ahead in 
18,000-kilogram shipments. 

Petrosakh is hiring former lawyers, 
nurses and teachers, some of whom have 
come from as far away as St. Petersburg. 
“We have good living conditions and good 
salaries,” says Sergei Nesterov, an English 
teacher-turned-warehouse manager. The 
good working conditions have produced a 
loyal work force, Petrosakh executives say. 

While pleasantly surprised by the qua- 
lity of the work force, Petrosakh has been 
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disappointed by Russian equipment. The 
company expected to use a good deal of 
local equipment, but its performance has 
been abysmal. Russian-made tractors have 
broken down after just a few days on the 
job, and American well heads have to be 
imported because there aren't any spare 
parts for Russian ones. 

Yet, in spite of its accomplishments on 
the ground, some observers on Sakhalin 
think Petrosakh hasn't been all that smart. 
At a time when other foreign oil projects in 
Russia were battling exorbitant export 
taxes or waiting for investment-friendly 
legislation to pass in the Russian Parlia- 
ment, Nimir forged stubbornly — some 
say blindly — ahead. Plans to recoup costs 
by exporting oil products to Asia backfired 
when a January presidential decree wiped 
out the company's three-year tax exemp- 
tion. A US$5-a-barrel oil-export tax has 
forced Petrosakh to halt drilling. The refin- 
ery is working at half capacity, refining 
about 2,000 barrels a day. 

"Petrosakh hasn't broken any new 
ground from an economic standpoint," 
says a Sakhalin Energy Corp. executive. 
“They took a risk, went ahead and have 
been taxed into an unprofitable situation." 
Sakhalin Energy is in its sixth year of wait- 
ing for investment guarantees and tax ben- 
efits to be codified into Russian law before 
it begins a massive oil-development project 


off the coast of the island. 
But government officials 
are philosophical about 
Petrosakh's situation. "We 
have a saying in Russian," 
says a Sakhalin Adminis- 
tration official who works 
on foreign oil projects. 
"The first pancake always 
has lumps." 

Arbitrary presidential 
decrees have been the 
achilles heel of Western oil 
executives operating in 
Russia. There has been lit- 
tle defence against retroac- 
tive legislative decisions, 
such as the one that rescinded Petrosakh's 
tax-exempt status. But the company's man- 
agers are taking the long-term approach. 
“With the help of the Russian Government, 
we'll get the tax issue resolved," says 
Petrosakh's field operations manager Jake 
Jernigan. 

In the meantime, Petrosakh is selling 
gasoline and fuel oil locally to generate 
some cash flow. "We need to find local 
buyers with money," says Mosher. 

There are plans to construct three 
more oil refineries as well as a project to 
build an offshore oil-exporting terminal, 
which would free Petrosakh from de- 
pendence on bad roads as well eliminate 





Petrosakh's Jernigan: looking 
to Moscow for a break. 


the need to build a pipe 
line. The offshore termi- 
nal could be financed ir 
conjunction with the 
Sakhalin Energy Corp.': 
offshore project, whict 
will also be sending oi 
products to Asian mar- 
kets, according to Petro 
sakh executives. 

When operating at ful 
capacity, the Petrosakh re 
finery will be able to mee 
a third of Sakhalin's fue 
needs, say company rep 
resentatives. But ever 
with the refinery operat 
ing at half-capacity, there is joy in south 
ern Sakhalin. "We've never had a refinery 
before," says Natalia Zapekina, deputy 
head of the foreign investment departmen 
of the Sakhalin Regional Administration 
"Before, the oil went to the mainland 
from where we received the finishec 
product." 

Petrosakh executives have their finger 
crossed in the hope that exports will begir 
to flow again this fall with the restoratior 
of tax exemptions. "Given the right ta» 
structure and transportation facilities, Wé 
are in a darn good position," says Petro 
sakh President Donald Joiner. 

m Jeffrey Lille 
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Song of Exile 


Sakhalin Koreans wait to return to the land of their birth 


hey are the flotsam of history, 
| abused by the Japanese, trapped by 
the Soviets and forgotten by the 
world. Five decades after the Japanese Im- 
perial Army deported them to slave in the 
island's coal mines and timber sites, 
Sakhalin's Koreans are still waiting to re- 
turn to their homeland. 

“I long for my hometown, my unfor- 
gettable hometown. Unable to sleep, I look 
at the moon by my window and cry end- 
lessly. I call out for my hometown, my 
hometown where I can't go," goes a song 
of the Sakhalin Koreans. 

But in the long years of exile, home and 
family have changed beyond recognition. 
In 1991, Pak Nam Chung visited his 
mother in South Korea. He hadn't seen her 
for nearly 50 years, since the Japanese 
carted him away to mine coal on Sakhalin. 
The reunion was bittersweet. "I am her 
only son,” says the 75-year-old Pak. “And I 
didn't recognise her." 

Pak was one of 20,000 Koreans trapped 
on Sakhalin when Soviet forces overran 





the Japanese-held southern half of the is- 
land at the close of World War II. With the 
collapse of the Soviet Union, the world, 
which failed to mention the Sakhalin Ko- 
reans in post-war treaties 40 years ago, is 
just now coming to recognise the tragedy 
that befell them. Trapped behind the Iron 
Curtain, the Sakhalin Koreans were dis- 
criminated against by the Soviets and ruth- 
lessly manipulated by North Korea in the 
ensuing decades. "However bitter history 
is, the truth must be known," says Bok Zi 
Kou, dean of the Oriental Studies Depart- 
ment at Yuzhno-Sakhalinsk State Teachers 
Institute. 

For much of the past five decades, life 
for Sakhalin's Korean ethnic minority was 
a daily battle against discrimination. Slavic 
antipathy to the Koreans, in part fired by 
suspicions that the Koreans were a fifth 
column for the Japanese during World 
War II, led to draconian measures. Koreans 
who refused to take Soviet citizenship 
were classified as second-class citizens, 


stripped of access to higher education, de- 
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Pak: long exile in Sakhalin. 


nied job promotions and restricted to their 
villages. 

In the early 1960s, in line with Soviet 
nationalities policy, the Korean community 
was "sovietised." Korean culture was ob- 
literated from public view, and Korean 
schools, theatres and travelling drama 
troupes were shut down. In the face of 
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hardship, the Koreans did their best to live 
bearable lives. With education closed off, 
many took to the land, cultivating vegeta- 
bles and flowers to sell in open markets. 
Even today, elderly Korean women domi- 
nate Yuzhno-Sakhalinsk's biggest market, 
selling spicy carrots and cabbage as well as 
marinated fern and turnips. In the 1970s 
and 1980s, many Koreans eventually 
agreed to take Soviet citizenship in order 
to better the educational opportunities for 
their children. 

With the benefit of education, second- 
generation Koreans began to work as 
professors, doctors and engineers, in the 
process earning a reputation as diligent 
employees. "They are hard workers," says 
Sergei Makeev, a biologist on Sakhalin. 
"Oftentimes, the Koreans are more 
pleasant to be around than my country- 
men." 

In the more open economic 
environment of the new Russia, 
Sakhalin's 40,000-strong ethnic 
Korean population is finally com- 
ing into its own. Ethnic Koreans 
are leading the way in establish- 
ing Sakhalin's ties with South 
Korea, the historic homeland for 
80% of the island's Korean popu- 
lation. They also play a vital role 
in business dealings with nearby 
Japan. 

One of Sakhalin's first entre- 
preneurs when he opened a cafe 
in 1987, Kon En Gu now owns a 
ship-repair company in Pusan, 
South Korea, and a fish 
refinery in Hokkaido. 
"Before 1990, it was dif- 
ficult for Koreans to 
work," says Kon. "Now, 
all that has changed. 
There's no difference 
between a Russian and 
Korean businessman. 
People accept that Ko- 
reans do business." 

Like their country- 
men scattered around 
the world, Koreans on 
Sakhalin are proving to 
be adept traders, merchandisers and shop- 
owners. "Korean entrepreneurial activity is 
one of the strengths of this island,” says an 
American business consultant on Sakhalin. 
“Russian-Koreans wheel and deal more 
efficiently,” adds a British telecommuni- 
cations executive based in Yuzhno- 
Sakhalinsk. 

Koreans staff the roadside kiosks in 
Yuzhno-Sakhalinsk, indicating they are 
making inroads into the nascent food-re- 
tailing business. That’s a potentially boom- 
ing market, given that Sakhalin imports 
80% of its foodstuffs. South Korean food 
products, including OB Beer, fruit juice and 
pastries, line kiosk shelves. Entrepreneur 
Kon says he is preparing to bid on con- 


JEFFREY LILLEY 


32 


struction contracts that should accompany 
foreign investment in offshore oil develop- 
ment. 

Sakhalin’s Koreans are hoping im- 
proved ties with South Korea will also help 
redress the historical wrongs they have 
suffered over the past five decades. 

The elderly, mostly impoverished first 
generation of Sakhalin Koreans want to re- 
turn to South Korea and are demanding 
compensation from the Japanese Govern- 
ment. “The Japanese are guilty, as well as 
the Russians, who wouldn't let us go,” says 
Sang Chong Ho, who has been stranded 
on Sakhalin since his arrival on the island 
in 1940 to work as a logger. "We are wait- 
ing for compensation." 

In a recent poll, more than 9046 of Sa- 
khalin's Koreans said they would return 
to South Korea if Japan paid compensa- 
tion. In February, the Association of 




















ticket to Seoul. 


Sakhalin Koreans sub- 
mitted to the Japanese 
Foreign Ministry a list 
of demands for com- 
pensation, which re- 
portedly include the 
equivalent of some 
US$100,000 as a living 
allowance for each Korean who returns to 
South Korea. 

South Korea is ready to accept the first 
generation of Sakhalin Koreans and their 
descendants, about 8,000 in total, but is 
waiting for financing from Japan and per- 
mission from Russia, according to an 
official at the South Korean Embassy in 
Moscow. Japan agreed to pay some com- 
pensation in 1993 but has disbursed no 
funds for resettlement. Competing interests 
complicate a resolution. Russia fears the 
loss of a motivated work force. Japan 
maintains that compensation matters with 
South Korea were dealt with in a 1965 
treaty re-establishing ties. And South Korea 
is wary of opening its doors to thousands 
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Sang (/eft), Korean at Sakhalin 
bus stop: some want a one-way 


of new citizens. 

While there has been little progress on 
the issue of compensation, elderly Sakha- 
lin Koreans have at least had the opportu- 
nity to visit their relatives in South Korea. 
They travel on charter flights mostly 
funded by the Japanese Red Cross. Close 
to 5,000 Koreans have made the flights 
since they started in 1989. 

А thorn in the side of negotiations in- 
volving South Korea, Russia and Japan is 
the role of North Korea. Pyongyang is de- 
manding a say in the future of the 
Sakhalin Koreans even though just a few 
thousand of them have ties to the North. 
Russia, which is trying to balance its rela- 
tions between the two Koreas, is paying 
lip service to the idea of a role for North 
Korea. But in private, Russian officials 
acknowledge Pyongyang's sordid role in 
the history of Sakhalin's ethnic-Korean 
minority. 

In the late 1950s, North Ko- 
rean leader Kim Il Sung visited 
Sakhalin to encourage Koreans 
to take North Korean citizen- 
ship, promising housing and 
education as carrots. But Kim 
Den He, adviser on Korean is- 
sues to the Sakhalin Regional 
Administration, says those who 
took up Kim's offer were even- 
tually repressed. Some escaped 
across the border back into Rus- 
sia, while others have not been 
heard from since. 

But by far the most egregious 
human-rights violations occurred 
in 1977, when the Soviet KGB, 
alarmed at a surge of Koreans de- 
manding to go to South Korea, 
arrested 40 ethnic Koreans and 
sent them against their wishes to 
North Korea. There has been no 
word from them since. 

These days, it is South Korea that young 
and old Sakhalin Koreans alike fantasise 
about. But to ethnic-Korean businessman 
Kon, it is far-fetched to believe that third- 
generation Koreans from Sakhalin will be 
able to make a living in Korea. "They have 
grown up as Soviets," says Kon, 42. "They 
are not as hard-working as our generation. 
They just drive around, drink, curse and 
don't respect their elders." 

As for the elderly residents who were 
born in Korea, time is running out. Only 
six out of the 100 Korean men who were 
shipped over with Pak are still alive. Ne- 
gotiations so far have produced no com- 
pensation package. 

How much longer can Sakhalin's Ko- 
reans be held hostage to international rela- 
tions and lack of funding, asks Kim, ad- 
viser on Korean issues to the Sakhalin Re- 
gional Administration. Says 69-year-old 
Sang Chong Ho, who has spent 54 years 
on Sakhalin: "I want to die where I was 
born. I am Korean.” m Jeffrey Lilley 
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ne year into a round of trade talks 
between the United States and Ja- 
pan, only one thing is clear: the 
talks are going nowhere. We can see that 
from the papers and their references to 
stalemate. Less well understood is that 
this failure to reach a compromise owes 
itself in large part to the conflicting politi- 
cal pressures on both sides, despite last 
year’s collapse of the Liberal Democratic 
Party’s (LDP) 40-year rule. 

With its base in Congress weakening 
daily, the Clinton administration is des- 
perate for a results-oriented approach to 
Japan. When the LDP collapsed and Mori- 
hiro Hosokawa assumed the prime min- 
istership in July 1993, it looked as though 
there might be a window of opportunity. 
In late 1993, the U.S. negotiating team led 
by U.S. Trade Representative Mickey 
Kantor put forth the idea of numerical 
targets to settle the issue of Japan's huge 
trade surplus with the U.S. The gist of it 
was that the Japanese current-account sur- 
plus ought to come down by x percent- 
age points relative to GNP; the sales of U.S. 
autos and auto parts would have to go 
up by y percent over the next z years, and 
so on. 

But the American plans foundered 
when the Japanese team, led by bureau- 
crats from the Ministries of Finance and 
International Trade and Industry, rejected 
any idea of numerical targets. This strat- 
egy then won the support of the Hoso- 
kawa administration, which, in spite of 
its weakness, found that standing up to 
America had its domestic political advan- 
tages. The economic reasoning behind this 
rejection of targets was quite sound. Be- 
cause they would be impossible without 
bureaucratic controls over private firms 
to increase imports and decrease exports, 
they ran contrary to the government's 
commitment to deregulation. Economists 
on both sides of the Pacific sent letters to 
President Bill Clinton and Prime Minister 
Hosokawa pointing out that these targets 
are likewise inimical to the principles of a 
free and open economy that left such de- 
cisions to the market. The result: an im- 
passe — despite nearly a year of negotia- 
tions. In the interim, both countries have 
witnessed important changes that will 
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have their own implications for today's 
negotiations. On the American side, the 
Clinton administration's foreign policy is 
under attack. It has suffered embarrass- 
ments in both China and North Korea, 
not to mention Japanese resistance to the 
idea of numerical targets. With congres- 
sional elections looming in November, the 
administration might be forced into a 
major revision of policy and a reshuffling 
of personnel. 

Japan has experienced even more tur- 
moil. Hosokawa is long gone, and so is 
his successor, Tsutomu Hata. In their place 
is a strange coalition of former enemies: a 
Liberal Democratic and Social Democratic 
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Party (SDPJ, or Socialist) government led 
by an SDPJ prime minister, Tomiichi 
Murayama. During the long reign of the 
LDP, the Socialists were the second largest 
party and criticised the LDP on almost 
every aspect of LDP policy. Even more 
unusual have been the changes in the ba- 
sic Socialist policies since June. Mura- 
yama, for example, now says that the ex- 
istence of the Self-Defence Forces does not 
violate the Japanese Constitution and that 
the U.S.-Japan Security Treaty is vital for 
Japan — all contrary to previous party 
orthodoxy. Clearly, the Socialists have 
sacrificed their principles in an effort to 
maintain their rule. 
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In number terms at least, this coalition 
is a strong one. It controls 59.1% of the 
seats in the Lower House and 64.7% in 
the Upper House. Under the Hosokawa 
administration, the corresponding num- 
bers were 50.9% and 47.6%. 


T hey also represent a different con- 
stellation of interests. In the past, 
the Socialists’ main supporters have 
been the leftists and public-sector trade 
unions. But Murayama has alienated them 
with his reversal on Self-Defence Forces 
and the U.S.-Japan Security Treaty. As for 
the LDP, it is today led by former bureau- 
crats and has been adopting policies that 
favour established firms and local inter- 
ests, including farmers. Although Mura- 
yama's reversals have taken many by sur- 
prise, there hasn't been much of an up- 
roar. And so long as there is no serious 
confrontation with the LDP, this coalition 
might be a surprisingly long-lived one. 
The inescapable conclusion is that the cur- 
rent government has strong incentives 
against deregulation. 

The domestic incentives for both the 
U.S. and Japanese administrations, there- 
fore, have strong implications for their 
trade talks. Two general outcomes are 
possible. Japan could reject the idea of 
numerical targets and move towards 
deregulating the economy, leaving the 
market to increase imports on its own. Or 
it may pay lip service to deregulation, but 
bow to U.S. pressure and accept a few 
numerical targets. The government would 
then use intervention and administrative 
guidance to reach these targets. 

It is painfully obvious that the gov- 
ernment has a strong bias towards the lat- 
ter. Certainly it would cool off the imme- 
diate pressures emanating from the Clin- 
ton White House. But as each side consid- 
ers its options, it might be time to take a 
good step back. For the kind of compro- 
mise that looks politically acceptable to 
Tokyo and Washington would, in the long 
run, probably serve neither: Japan would 
likely see its badly needed structural re- 
forms postponed and risk further weak- 
ening of its economy, and America would 
undoubtedly find that this leads to even 
greater trade imbalances in the future. m 
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“Want a Nobel laureate to manage your portfolio?” “1s portfolio 


management an art or a science?” asks Alain List, Private Banking, UBS. “Well, actually it’s a bit of 
both. We systematically aim at reducing risk and increasing yield. Computers eliminate large areas 
of ignorance. We even have a Nobel laureate mathematician on our advisers’ board. But at the end 


of the day, it’s our portfolio managers’ experience and intuition that’s earned us top marks” 3 
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Carter in Korea: way out for Clinton. 


36 


A Breakthrough on Korea 





But key issue of nuclear inspections is unresolved 


States and North Korea in Geneva does not 

in itself spell the end of the Korean nuclear 
issue, which has been troubling the world for the 
past 18 months. But it does point the way to an 
overall settlement. 

And, although the signs are good, it is still pos- 
sible for an agreement to elude the two sides. The 
most sticky issue, that of special inspections, has 
not been resolved. The U.S. negotiator, Assistant 
Secretary of State Robert Gallucci, has made it clear 
that none of the steps the U.S. has committed it- 
self to taking will be taken until Pyongyang agrees 
to special inspections of its undeclared nuclear sites 
by the International Atomic Energy Agency (IAEA). 
Gallucci described the joint statement as "an agree- 
ment in principle" by North Korea "to the con- 
cept of special inspections." 

But this view isn't shared by his North Korean 
counterpart, First Vice-Foreign Minister Kang Sok 
Ju, who said: "At the present time we have never 
recognised special inspections and we have never 
talked about that." Kang made it clear that North 
Korea did not consider the IAEA an impartial body, 
and he said the outcome depended on “how much 
the partiality of the IAEA officials will be redressed." 

Gallucci has said he has "no doubt" about the 
impartiality of IAEA safeguards. Yet, the IAEA is a 
party to the dispute, not just an observer. Not only 
has the IAEA conveyed information to the United 
Nations for action, it has itself imposed sanctions 
on North Korea, certainly not the act of an impar- 
tial observer. A clearer definition of the IAEA’s role 
would be desirable. 

Pyongyang's reluctance thus far to permit in- 
spections of two undeclared nuclear sites suggests 
that it may have something to hide. However, since 
the U.S. now believes that North Korea, even if it 
had cheated in previous years, does not possess 
enough plutonium for more than one bomb at the 

; most, it may help if the Ameri- 
cans made it clear that Pyong- 
yang would not be crucified 
should the special inspections 
turn up discrepancies between 
what it reported and what it 
actually did. 

An agreement along the 
lines indicated would make 
winners of all involved: North 
Korea would receive the diplo- 
matic recognition from the U.S. 
that it so badly wants — along 
with an end to the economic 
embargo; the U.S. and the rest 
of the international community 
would no longer have to worry 
about Pyongyang's nuclear am- 
bitions; and North Korea's 
neighbours — South Korea, Ja- 
pan and China — would not 


T he August 13 statement issued by the United 
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have to worry about an unstable nuclear power 
on their doorstep. 

The ball is now in the U.S. court, with Wash- 
ington promising to “pursue arrangements” for 
the financing and construction of the light-water 
reactor project. In a sense, therefore, the U.S. has 
to persuade all the other countries affected that 
the proposed accord deserves their support. If they 
balk and the U.S. is unable to come up with fi- 
nancing, the agreement could still unravel. 

Ironically, South Korea, which would be the 
main beneficiary of a resolution of the North Ko- 
rean nuclear issue, may raise the most problems. 
Seoul has sought to score propaganda points in 
recent weeks, publicising Soviet documents that 
portray the late Kim Il Sung as the one who 
launched the Korean War and playing up the re- 
marks of a defector who claimed Pyongyang al- 
ready possessed a nuclear arsenal. These moves 
irritated the U.S. and, after Seoul staged a press 
conference for the defector, Gallucci criticised the 
South by saying: "It does not seem to me that it 
added clarity and warmth to the dialogue." 

The U.S. Congress, too, will have to be brought 
on board. Congress, after all, will have to vote 
funds for the construction of the light-water reac- 
tor, which also involves transfer of nuclear tech- 
nology. Some congressmen are likely to object to 
giving a "reward" to North Korea for subjecting 
the U.S. to nuclear blackmail. 


S o we are not yet out of the woods. But the 


signs are good that an overall resolution of 

an issue which has posed the gravest threat 
to peace in the Asia-Pacific region over the last 
year and a half will be reached within a matter of 
weeks. For this, we have to thank the diplomats 
involved on both the U.S. and North Korean sides, 
as well as all those who counselled diplomacy over 
economic sanctions and military pressure. 

Above all, Jimmy Carter deserves special thanks 
because it was he who provided a ladder for the 
U.S. to climb down from its pursuit, within the 
UN Security Council, of sanctions. He played a 
key role, even though his part may have been 
scripted by Pyongyang. 

Similarly, President Bill Clinton helped matters 
along considerably by offering condolences to 
North Korea after the death of President Kim Il 
sung. The move was unusual because North Ko- 
rea is still regarded as an enemy nation by the 
U.S. But the gesture was greatly appreciated by 
Pyongyang, which has virtually ceased broadcast- 
ing anti-American propaganda. 

South Korea's relations with the North, on the 
other hand, were clearly damaged by Seoul's hard- 
line attitude. Not only did the government refuse 
to send a message of condolence, it made it a crime 
for anyone in the South to mourn Kim's death. 
This has led to a serious deterioration in the at- 
mosphere between the two sides. x 
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Part 3 of this Special Report written 
by Nury Vittachi in the September 15 issue 


Based on a survey of 3,000 respondents, these reports will provide invaluable insights 
into the lifestyles and attitudes of the affluent residents of ten Asian countries. 


The survey reveals: 
* What are the most popular status symbols in Asia today? 
* To what do Asians owe their success in life? 
* Who is most concerned about the environment? 
* Are women smarter than men? 


* Plus dozens of other insights into the views of affluent Asians. 


For advertising information please contact your local REVIEW representative or 
Karen Mullis in Hong Kong. Tel: (852) 508-4461, Fax: (852) 503-1537. 


Sponsored by 


Grlsberg VOLVO @ NIKKO 


The Nikko Securities Co., Ltd. 
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TRAVELLERS' TALES 





CHIEF CHIEF EXECUTIVE: There's a 
new deity at the Stenographer's Guild in 
Madras, India. In a revered shrine in the 
notetakers' headquarters, there are framed 
pictures of the goddess Saraswati, the 
elephant-headed god Ganesh — and Sir 
Isaac Pitman. 

Pitman invented the world's best- 
known shorthand system, he was a 
vegetarian and teetotaller, and he had a 
big white beard, so that pretty much quali- 
fies him for godhood in India. 

Worshippers have placed a red "kum- 
kum" dot on his forehead in the image 
and garlanded the picture along with the 
other deities, I hear from Commander 
Noel Lobo of Poona, India. Every Friday, 
holy offerings of flowers are given to 
Pitman and the other Hindu gods. The 
great man's birthday, January 4, is cele- 
brated as Pitman jayanti, according to the 
Times of India. The newspaper quoted Ste- 
nographers' Guild president S. V. Ramas- 
warmy as saying: "Stenography will live 
as long as the world exists." 

I am reminded of the Vietnamese sect, 
Cao Dai, which has a whole pantheon of 
gods, including Buddha, Confucius, Jesus, 
and the 20th-century French poet Victor 
Hugo. 

It is good to know that in Asia, unlike 
in the West, the job description "god" is 
still achievable for ambitious workers for 
whom the title “chairman of the board" 
is not enough. 





FISHY: Richard Brewer Jr., managing 
director of Air Dispatch Ltd. in Thailand, 
saw this sign (above) in Sri Lanka recently. 
He reckons it could be usefully adopted by 
several establishments in Bangkok. 





FEARS GROUNDLESS: If you hear the 
name of this Bangkok firm, sent to me by 
Graeme Everett of New Zealand, you may 
think you're head'mg for aggravation even 
before you sign a deal. 
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But of course, “Agro” with one “g 
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does not indicate aggression, but agricul- 
ture. Pity this was not understood by a 
London newspaper which quoted a 
woman as saying: “I developed agro- 
phobia.” Do they mean “agoraphobia,” or 
is she really obsessively scared of farm- 
land? 

Tourist guide: And on our left we have 
Kent. 

Agrophobic woman: AAAAAAA- 
GGGHHHH. 


IN WAITING: Can't think of a title for 
yourself? Someone passed me the busi- 
ness card of Ms. Xie Xi-hui, a woman he 
met in China, whose title is simply 
“Lady.” 


KISMET: The Far Eastern De- 
partment Store (no relation) of 
Taipei held a Hold Your Breath 
Kissing Contest recently. Cou- 
ples had to kiss for as long as 
they could while promising not 
to breathe. Official tummy-moni- 
tors placed their hands on the 
stomachs of competitors during 
the action to check that no sur- 
reptitious breathing was going on. The 
winners were Hsieh Chun-shih and Chao 
Shu-ming who smooched for 56 seconds 
while getting the all-clear from the tummy 
monitors. 

How does one get jobs such 
as tummy-monitoring? I have 
never seen them advertised. 


DEAD HEAT: Being dead these 
days ain't cheap. Hong Kong 
magazine East Week checked the prices of 
upmarket paper funeral offerings — items 
which get burned on earth and magically 
reappear for the use of the dead in heaven. 

A three-dimensional paper car, one to 
two metres long, costs the equivalent of 
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US$90-115. But Hong Kongers are status- 
conscious even when dead. On the 
market are paper Rolls-Royce and Mer- 
cedes-Benz cars for US$385. A pair of 
name brand sports shoes made from pa- 
per is on the market at US$65, which is 
roughly the same as the real thing. What 
goes on up there when a Hong Kong per- 
son dies? 

St Peter: And thou shalt have thy name 
written in the Book of Life. 

Hong Kong arrivee: Here, use my pen. 
It's a Mont Blanc. 
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HIR TODAY: Sanjay Sojwal of World 
Vision International recently visited this 
barber in Bellary, a town. in southern 
India. “Without using a single English 
word, he manages to get his message 
across," he said. Sanjay recommends it for 
anyone in Bellary who wants to get his 
hir kat and his chin seved in a pleasant 
hir selun. 


CHERRY BIRD T & T S/B 
(KKKP 1741) 
Tel: 2411733, 2459551/549 
0000000000000 0 
From, 


JD Langkawi (daily )$388/$448 
JD Redang (daily) 9558/5583 | 


By Fright 





SCAREMONGER: Cherry Bird, a travel 
agency in Malaysia, is offering to get peo- 
ple to Langkawi or Redang islands "By 
Fright,” I hear from Michael Ooi Boon 
Yeow of Kuala Lumpur, who cut this ad 
out of the Malay Mail of July 5. I know a 
scare can make people jump out of their 
skin, but all the way to Langkawi? = 





Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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Co-organisers: 

* China Council for the 
Promotion of International 
Trade 

* Carroll Partners 
International 


Official 1994 PACIFIC RIM FORUM Sponsors: 


Air China 

Amdahl 

Arthur Andersen 
Asahi Breweries 
Asea Brown Boveri 
Asia, Inc. 

Baker & McKenzie 
Brilliance Group 


Citibank 

China Strategic Holdings 
Davids Limited 

DHL International 
Effem Asia/Pacific 
Hongkong Telecom 
ITOCHU 

Jardine Pacific 





Lend Lease 
Morgan Stanley 
Ogilvy & Mather 
News Ltd 

Philip Morris 
Sapura Holdings 
Winthrop Stimson 
Putnam & Roberts 





The conduct of this prestigious event 
in October 1994 shall provide a truly 
unique opportunity for the leading 
commercial, political and opinion 
leaders of the Asia/Pacific region to 
personally experience and explore 
first-hand the single most important 
emerging market opportunity in Asia. 


Oei Hong Leong 
Chairman 
China Strategic Holdings Ltd. 


The 1993 Pacific Rim Forum was a 
valuable experience. It educated us, 
allowed us to network and sent us 
back to our organisations with 
knowledge we could use. 


John Burrows 
Area Managing Partner-Asia/Pacific 
Arthur Andersen & Co. SC. 


As a result of my involvement in the 
1993 Pacific Rim Forum at Bali, I 
have been inundated by requests to 
make appearances all over Asia. It is 
truly the best Forum by the Asian 
people, for the Asian people, of the 
Asian people. 


Professor Hirotaka Takeuchi 
Hitotsubashi University 
School of Commerce 





Key Resources 


Confirmed Resources (include) 

* Foreign Minister Gareth Evans, 
Australia 

* Co-ordinating Minister Hartarto, 
Indonesia 


* Professor Noordin Sopiee, 
ISIS Malaysia 


he Pacific Rim Forum is the region's major 


platform for today’s leaders of the Asia/Pacific 


region. Its specific focus is upon the emerging 


issues and trends of strategic corporate significance for 


the major international 


and regional companies 


operating in the world’s fastest growing region. The 1994 


Forum will be conducted in Beijing from October 25-28 


with an anticipated 750 senior delegates in attendance. 





1994’s Key Program Themes (include): 


* Mid 1990s Emerging 
Regional, Political, 
Economic and Corporate 
Realities 


e A Post GATT/NAFTA/APEC 
World: The New Uneven 
Playing Field 

• China 2000 

e Financing China 2000 

* Post Bali 1993: 


Where to Indonesia? 


* Building A Regional 
Corporate Culture 


* Oei Hong Leong, Chairman, 


China Strategic Holdings Ltd., 
Hong Kong 


* Clyde Prestowitz, 


President ESI, USA 


* Professor Samuel Huntington, 


Harvard, USA 


* Pei-Yuan Chia, Senior Executive 


Vice President, Citibank, USA 


* The Huntington Thesis: 
The Clash of Civilizations 


* Why Japanese Companies 
Will Emerge Stronger After 
the Recession 


• The New Sino-Russian 
Connection 


* Bringing Greater Functional 
Excellence to Joint Ventures 
and Asian Strategic Alliances 


Plus 20 Special Focus Group 
Interactions Structured by 
Industry/Function/Geography 


* Professor Edward Chen, 
Centre of Asian Studies, HK 


* William Overholt, Managing 
Director, Bankers Trust, Hong Kong 


• Dato’ Ajit Singh, Secretary-General 
ASEAN 


Invitations Extended (include) 
* Premier Li Peng, PRC 


Please note individual delegate fees are US$3,975.00 


This has been the finest meeting I have 
attended anywhere in the world both 
organisationally and in a substantive 
sense. 1 came away enriched with 
additional information, and seeing the 
contacts established and being 
established; it's one of the most 
important events one could go through 
in their professional life. 


Andreas Van Agt 

EC Ambassador to the US and 
former Prime Minister of Holland 
(1992 & 1993 PRF) 


Pacific Rim Forum Bali 1993 was a 
wonderful experience. Not only were 
the sessions informative and 
stimulating but the social program 
extremely enjoyable. I look forward to 
being in Beijing in October. 


H.H. Tunku Imran 
Managing Director 
Antah Holdings Berhad 


Lead Lease's increased participation 
in Bali and now Beijing reflects the 
value we derived from the initial 
conference in San Diego. The 
opportunity to meet and discuss the 
challenge of the Pacific Rim with 
senior representatives of many of the 
major companies participating in the 
region was of enormous benefit. 


John Morschel 
Managing Director 
Lend Lease Corporation 


* Vice Premier Zhu Rongji, PRC 
* Anwar Ibrahim, 


Deputy Prime Minister, Malaysia 


* Foreign Minister Ali Alatas, 


Indonesia 


* Foreign Minister Han Sung Joo, 


Korea 


For further details, please contact Patrick Dippery direct at FAX (61-3) 696 6653 TEL (61-3) 696 6133. 


A network that can open more doors 
to opportunities in China. 





Standard Chartered has been developing its operations in China for 
more than 135 years. 

Today, we have more offices than any other foreign bank — ready to 
help you make the most of opportunities in China. 

For example, we have the experience and expertise to create tailor- 
made financings for trade finance and export credit. Our Treasury team 
plays an active role delivering derivative products into China. And our 
investment banking group arranges debt financing for Chinese borrowers, 


and equity capital through international securities markets. 


The objective of our international banking network is to give you 
access, wherever you are in the world, not just to the services you need, 
but also to people who have real understanding of the markets where 
you want to do business. 

In China, as in countries across Asia and the Pacific, you will find 


Standard Chartered a strong and supportive banking partner. 


Standard £z Chartered 
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Challenges ahead, but there are plenty of new business opportunities. 
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Leadership Crossroads 


Mixed signals from the top fail to provide answers 


s far as one ghoulish Beijing his- 
A torian is concerned,”Deng Xiao- 

ping has been dead for a year 
now, for all practical purposes." Round- 
ing off his ninth decade (as of August 
22), China's "paramount leader" has 
kept out of sight since February, refrain- 
ing from any visible intervention in af- 
fairs of state. 

As a result, the leadership succession 
question has evolved from being merely 
a speculative exercise in futurology into 
a real and ever-present drag on the day- 
to-day policy-making process. Many of 
the major political actors seem so pre- 
occupied with getting ready for their one 
big grab at supreme power that nobody 
in Zhongnanhai (the Chi- 
nese equivalent of Russia's 
Kremlin) seems to have the 
confidence, the concentra- 
tion or the free hand to ad- 
dress difficult policy deci- 
sions any more. 

Yet there's no shortage of 
questions that need address- 
ing: how to shut down dead- 
beat state enterprises, close 
the credit tap, slow down 
investment and rein in the 
money supply. Above all, 
how to contain inflation and 
shore up real incomes with- 
out sliding back into admin- 
istered prices and budget- 
busting state subsidies. 

Snagged on the horns of 
these dilemmas, the regime 
has been sending out a 
schizophrenic mixture of 
garbled signals. At the mid- 
year statistical release, for in- 
stance, the Beijing-controlled 
Wen Wei Po newspaper in Hong Kong 
cited unnamed "top-level Chinese au- 
thorities" to announce an easing of credit 
to state enterprises in the second half of 
1994. Yet in the very same week, the 
State Statistical Bureau held a press con- 
ference to proclaim China's success at 
controlling public investment in 1994 to 
date and predicting further contractions 
ahead. 

About the only thing the leadership 
seems to agree upon any more is the 
need for foreigner-bashing — always a 
safe stance to take during a time of po- 





By Lincoln Kaye in Beijing 


litical volatility. Lately the official press 
has been full of tirades blaming hostile 
or callous foreigners for everything from 
thwarting China's Gatt bid to safety 
lapses and labour abuses in joint venture 
factories. 

The longer the regime busies itself 
with this sort of populist thing instead of 
facing up to tough policy choices, the 
more acute the strains on the Chinese 
economy become. And the harder will 
be the clean-up mission facing Deng's 
eventual successors once the policy log- 
jam is finally broken. Nothing suggests 
that Deng's designated heir, Jiang Zemin, 
will be equal to such a task. 

For all his lofty titles — president, 





Li, Jiang, Deng and daughter: no shortage of problems. 


party secretary and military commander- 
in-chief — Jiang lacks charisma, techni- 
cal expertise and the personal support 
base of his own. Therefore, he relies 
heavily on his two principal lieutenants. 
The first, Premier Li Peng, is an apparat- 
chik who is popular with bureaucrats and 
party officials. The second is "Economic 
tsar" Zhu Rongji, a technocrat from the 
planning apparatus whose reformist 
rhetoric plays better among foreigners 
than at home. 

At one time, both Li and Zhu may 
have looked like potential rivals to Jiang. 
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But by now all three of them have be- 
come inextricably identified in the popu- 
lar mind with the post-Tiananmen mix- 
ture of political repression and precari- 
ous economic boom. So, rather than any 
of them making an independent bid for 
power, their best shot at this stage might 
be to sink or swim together as a leader- 
ship troika. 

Senior history lecturer lan Wilson, of 
the Australian National University, pre- 
dicts "a year-long run, at the most" for 
such a collective leadership in the imme- 
diate aftermath of Deng's death. Just 
how long the troika can last will depend 
on China's economic health and national 
mood when the day of reckoning comes. 

After that, he says, it's "a 
real toss up" to predict who 
may emerge on top. But the 
likeliest source for any out- 
side bid for power, he sug- 
gests, could be the Politburo 
“also-rans” who were by- 
passed as Deng's successors 
at or before the seminal 14th 
Party Congress of 1994. 
Dark horses to watch in 
such a steeplechase might 
include Qiao Shi, the long- 
time intelligence chief who 
now heads the National 
People's Congress, and Zou 
Jiahua, a planning techno- 
crat like Zhu but with 
stronger military links. 

If the economy turns 
sour and Deng's posthu- 
mous reputation takes a 
beating, China could even 
see the rehabilitation of 
some figures who were 
tainted by association with 
the radical reformist bandwagon in the 
run-up to the 1989 Tiananmen massacre. 
The obvious ones are ex-Guangzhou 
strongman Ye Xuanping, electronics in- 
dustry minister Hu Qili or even deposed 
party secretary Zhao Ziyang himself. 

If it comes down to a palace power 
struggle, the casting vote will probably 
rest with the army. Soldiers have proved 
decisive in every succession fray from 
the late Qing empire to the death of Mao 
Zedong. But what's different now is the 
emergence of a far more venal military 
than ever before, even during the Kuo- 
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Jardine Fleming 


e JF China Investment Company Limited 
established in 1987 to invest directly in 
commercial opportunities in China. 


* JF China Region Fund, Inc., a US$130m closed- 
end fund listed on the New York Stock Exchange 
in 1992; JF China Region Ltd., an A$58m closed- 
end fund listed on the Australian Stock Exchange 
in 1993; The Fleming Chinese Investment Trust 
Plc., a £50m closed-end fund listed on the 
London Stock Exchange in 1993. 


* in China, Jardine Fleming is a leading foreign 
broker of “B” share trading, with two “В” share 
seats on the Shanghai Securities Exchange and a 
“B” share seat on the Shenzhen Stock Exchange. 


* Provides full corporate and financial consultative 
services to overseas companies interested in 
investing in China. 

* Jardine Fleming established stockbroking/ 


research offices in Shanghai, 1992, in Shenzhen, 
1993, and in Beijing, 1994. 








Jardine Fleming 
The leading edge in Asia Pacific. 


BEIJING * SHANGHAI * SHENZHEN 
HONG KONG * TAIPEI 





NGAPORE * JAKARTA * BOM 





Y * LAHORE ® COLOMBO е SYDNEY © MELBOURNE © WELLINGTON 





For institutions and professional investors only. 




















A LASTING COMMITMENT TO 
ASIAN FINANCE 






Asia is a region of diverse cultures and traditions. А simplified view of the region or a hurried ride 
on the bandwagon to chase the world’s fastest economic growth would only result in deeper confusion. 

You can avoid such an unhappy situation if you rely on Sanwa Bank. Our traditional strength in 
Asia, of course, comes largely from Japan's close economic relations with the region. But our insight into 
the major Asian economies has been achieved with our long-term commitment to their respective markets. 

We offer the support you need in Hong Kong, China, Singapore, Indonesia, Thailand, Malaysia, 
Viet Nam, the Philippines, the Republic of Korea, India and Australia, as well as Japan. 

Our commitment to Asia through our extensive network of branches and subsidiaries and our 
capital participation in local companies has a long history — nothing to do with the latest “Asia boom.” 
In many Asian countries, we actively offered our services to facilitate the take-off of their economies. 

From banking services such as syndicated loans, trade finance to capital market activities such as 
bond flotations and equity offerings, our Asian group is always ready to provide you with quick solutions. 

At Sanwa, we will continue furnishing a comprehensive range of financial services in Asia in order - 
to keep our clients ahead of the dynamic growth of the regional economy during the rest of the century 


and beyond. 





Hong Kong 





Our comprehensive coverage of 
Asia is spearheaded by our operations in 
Hong Kong. Our commercial banking 
branch there was opened in 1964 and 
now has a very strong foothold in the 
territory with six sub-branches serv- 
ing a wide range of customers from 
leading local businesses to individuals 
for housing loans. 


Sanwa International Finance 
Limited (SIF), our merchant banking 
subsidiary in Hong Kong, has since 
1978 established itself as one of the top- 
tier players in the Asian capital market. 
The table below shows part of 51Е5 
excellent track record. 

SIF is also active in helping local 
companies obtain listing for their shares 
on the Hong Kong Stock Exchange. As 
one of the leading corporate finance 
houses in Hong Kong, SIF has spon- 
sored the listing of many local compa- 
nies — including the largest calculator 
manufacturer in the region and the lead- 
ing distributor of Japanese snack foods. 
Both of them were well received by the 


Sanwa International Finance’s selected transactions since 1989 


Facility Borrower/Issuer Amount SIF's Role 

Bond The World Bank HK$ 1 billion Joint Lead Manager 

Bond International Finance Corp. HK$ 750 million Joint Lead Manager/Bookrunner 
Bond Asian Development Bank HKS 1 billion Co-Lead Manager 

FRN Krung Thai Bank US$ 150 million ^ Arranger/Lead Manager 
Term loan The Peoples Republic of China US$ 28 million Arranger 

Term loan Government of Malaysia Yen 24 billion Arranger 

Term loan Bank Negara Indonesia US$ 65 million ^  Arranger/Lead Manager 
Term loan стс | US$ 45 million Lead Manager 

Term loan Electricity Generating Authority of Thailand Yen 6.5 billion Arranger 

Term loan Sun Hung Kai Properties HK$ 1.05 billion — Arranger/Lead Manager 
Aircraft lease Korean Air US$ 218 million — Arranger/Lead Manager 


Dual currency multi-option Modern Terminals 


HK$ 2 billion 


Arranger/Lead Manager 





market with substantial amount of over 
subscription. SIF has also expanded its 
Initial Public Offering business into 
China by underwriting B-shares (special 
shares for foreign investors) issued by 
Chinese companies. 

SIF also provides fund manage- 
ment services through its subsidiary, 
Sanwa International Investment Manage- 
ment Limited (SIIM). SIIM. offers 
various kinds of investment products like 
Euro-bonds, JGB, Asian equities and 
other instruments to an extensive base 
ofinstitutional investors and private 
banking clients in the Asian region. 
By offering well diversified portfolio 
services that provide stable longterm 
returns, SIF is able to meet both client 
and market needs. This activity is grow- 
ing in line with market demand. 

Sanwa's activities in Hong Kong 
are complemented by Sanwa-DSP 
Credit, which provides consumer 
financing and leasing services. 





In China, Sanwa has built one of 


the largest networks of branches, 
representative offices and affiliates 


among foreign banks, covering the 
countrys key cities such as Shanghai, 
Beijing, Guangzhou, Tianjin and 
Dalian, as well as Shenzhen, the thriv- 
ing special economic zone. 

Sanwa is a gateway for inward 
investment in China. It also actively 
helps foreign and local corporations in 
trade transactions. Its affiliates — China 
Universal Leasing Co., Ltd. in Beijing 
and Shanghai International Finance 
Company Limited in Shanghai — 
complement Sanwas multifaceted 
financial services in the country. 
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Sanwa runs а 


In Singapore, 
branch as well as Sanwa Singapore 
Limited, an investment banking unit, 
and Sanwa Futures (Singapore) РГЕ 


Limited. In the region that forms 
ASEAN, the branch provides a wide 
range of services to governments and 
leading conglomerates — especially in 
the offshore financial sectors of 


Indonesia and Malaysia. Sanwa has also 
provided aircraft financing for the 
national flag carriers of Malaysia and 
Singapore, and played a significant role 
in syndications for infrastructure and 
plant construction. 





Other Asian markets 


Sanwa also has a variety of com- 
mercial and investment banking units 
catering to both the wholesale and retail 
sectors of other parts of Asia. 

Sanwa is particularly committed 
to Indonesia and Thailand. Sanwa offers 
a full range of financial services, includ- 
ing local and foreign currency lending 
and leasing, through Sanwa Indonesia 
Bank, Sanwa-BRI Finance, Inter-Pacific 
Bank and Inter-Pacific Securities in 
Jakarta, as well as the Bangkok Inter- 
national Banking Facility, Siam Sanwa 
Industrial Credit, Siam Sanwa 'Irilease 
and Siam Sanwa International in 
Bangkok. 

In Malaysia, Sanwa is closely 
cooperating with leading local institu- 
tions such as Bank of Commerce and 
Commerce [International Merchant 
Bankers, responding to the banking or 
capital market needs of its clients. 

With an extensive network 
throughout Asia, Sanwa always offers 
highly competent services. 





The Sanwa Bank Asia/Oceania Network 


Hong Kong Hong Kong Branch 
Sanwa International Finance Limited 


Sanwa-DSP Credit Limited 


Sanwa Financial Products Co., L.P. Hong Kong Branch 


China Shenzhen Branch 

Shanghai Branch 

Dalian Branch 

Beijing Representative Office 

Tianjin Representative Office 

Guangzhou Representative Office 

China Universal Leasing Co., Ltd. 

Shanghai International Finance Company Limited 
Korea Seoul Branch 

Korea Development Leasing Corporation 





Singapore 


Malaysia 


Thailand 


Viet Nam 


Singapore Branch 

Sanwa Singapore Limited 

Sanwa Futures (Singapore) PTE Limited 

Labuan Branch 

Kuala Lumpur Representative Office 

Commerce International Merchant Bankers Berhad 
Bank of Commerce (M) Berhad 

Bangkok International Banking Facility 

The Siam Sanwa Industrial Credit Public Co., Ltd 
The Siam Sanwa Trilease Co., Ltd. 

Siam Sanwa International Co., Ltd. 

Ho Chi Minh City Representative Office 


Cg Sanwa Bank 


Jakarta Representative Office 

Р.Т. Sanwa Indonesia Bank 

P.T. Sanwa-BRI Finance 

P.T. Inter-Pacific Bank 

P. T. Inter-Pacific Securities 

The Philippines Rizal Commercial Banking Corporation 

India New Delhi Branch 

Australia Sydney Representative Office 
Melbourne Representative Office 
Sanwa Australia Limited 
Sanwa Australia Finance Limited 

Japan Head Office 

Tokyo Headquarters 

Nationwide Network over 1,000 


Indonesia 





Sanwa bankers are working for you everywhere. 
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mintang kleptocracy of the Chinese civil 
war years. 

For its loyalty in opening fire on civil- 
ians in 1989, the People's Liberation 
Army (PLA) has been rewarded with 
steadily rising budgetary appropriations 
after a decade of decline (see chart). Dis- 
guised military spending has risen apace, 
too, under such headings as research and 
education, without even counting rev- 
enues brought in by the "self-help" ef- 
forts of the burgeoning crop of military- 
affiliated businesses, now estimated at 
nearly 7,000 enterprises and increasing 
daily. 

In a bid to buy PLA fealty for Jiang, 
military emoluments have been in- 
creased still more sharply since the 1992 
purge of two potential rivals: ex-presi- 
dent Yang Shangkun and his half- 
brother, Central Military Commission 
secretary Yang Baibing, along with their 
coterie of hand-picked loyalist officers. In 
the post-Deng era, the price tag for army 
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yond rhetoric to stricter implementation. 

No longer can Beijing rely on staunch 
support from the poorer interior prov- 
inces, either. Widening urban-rural in- 
come gaps, public-sector layoffs and in- 
flation-eroded living standards create a 
fertile field there for populist agitation. 
Nor can these frustrations remain bottled 
up in the boondocks indefinitely. With 
the breakdown of the household regis- 
tration system and improvements in ag- 
ricultural productivity, redundant farm 
workers are on the move as never before. 

The ranks of rural migrants to the cit- 
ies swell yearly. After freakish summer 
weather wreaked floods on some parts 
of China and droughts on others this 
summer, the coastal provinces braced 
themselves for a new onslaught of peas- 
ant refugees. By the turn of the century, 
the “floating population” is conserva- 
tively projected at 200 million. 

In the search for a new common de- 
nominator to rally the country, a Beijing 
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support could rise higher still, suggests 
Rand Corporation PLA specialist Michael 
Swaine. 

Even so, analysts wonder how far the 
newly commercialised military can be 
counted on to heed central direction. Will 
the beefed-up regional commands pay 
more heed to their quartermasters than 
their field marshals or commissars? Will 
they make common cause with break- 
away political satraps at the provincial 
and regional levels? 

In the richer coastal provinces, the 
thirst for autonomy verges on secession- 
ism. The last thing local movers and 
shakers want to hear is pieties about the 
need for fiscal restraint and revenue 
sharing. Yet that's just the tune that Bei- 
jing has had to harp on since late 1993. In 
the post-Deng “morning after,” retrench- 
ment measures may have to move be- 
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historian suggests, the post-Deng leader- 
ship may be tempted to turn again to 
jingoism, as already hinted at by the lat- 
est outbursts of xenophobic press com- 
mentary. 

In the near term, he adds, “playing 
the China card” could translate into ag- 
gressively mercantilist trade practices, 
accelerated defence spending and expan- 
sion of the military-industrial complex, 
as well as increasingly adventurist diplo- 
macy. 

And if Beijing makes good on its 
threats to scrap its already negotiated 
trade agreements in the event of a failed 
Gatt bid this year, commercial frictions 
could further poison its already strained 
relations with the U.S. and the European 
Community. In that case, watch out for 
further Chinese balkiness in international 
forums such as the United Nations. m 
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A Scramble 
For Status 


By Kari Huus in Hong Kong 
H tions leading up to the most re- 
cent working session on China's 
accession to Gatt, the Geneva-based or- 
ganisation governing world trade, as 
China threw down the gauntlet. "We 
will not barter away the fundamental in- 
terests of China for the sake of Gatt mem- 
bership,” said top Chinese negotiator, 
Long Yongtu. One trade official even 
threatened that China would retract ear- 
lier promises on trade reforms unless the 
mainland is allowed to join Gatt by year- 
end. 

The ultimatum hit a wall. “China is a 
great country. China is 20% of the world 
and China surely must be іп... the mul- 
tilateral system," noted United States 
Trade Representative Charlene Barshef- 
sky on a recent trip to Beijing. "But China 
is not special. [It] must make adjustments 
to enter Сак...” 

Beijing was hoping for Gatt member- 
ship before January 1, 1995 so China 
could become a founding member of 
Gatt's successor organisation, the World 
Trade Organisation (WTO). But the re- 
quired "adjustments," some with serious 
political and economic implications, 
made China's chances of meeting its self- 
imposed deadline appear dim. 

In fact, being a founding member of 
WTO has no practical advantage, and it is 
an unlikely cause for Beijing to give up 
its bid to enter an international trade or- 
ganisation which will yield significant 
long-term benefits. 

The trade organisation will also shield 
China from increasingly protectionist 
policies and discriminatory groupings in 
world trade and give China access to dis- 
pute resolution mechanisms. Ultimately, 
the argument goes, the process of con- 
forming to international standards re- 
quired by Gatt will lock in China's re- 
forms, and encourage economic effi- 
ciency. 

To that end, China has made what 
most Gatt members agree are significant 
steps in the right direction. Aside from 
lowering some tariff rates, China has 
eliminated thousands of non-tariff barri- 
ers — mainly licence and quota restric- 
tions — to retain only 400. In addition, 
since the start of the year, China has al- 
lowed its currency to move toward con- 
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vertibility, one of the requirements for 
Gatt entry. 

Still, many developed countries fear 
China wants to get into Gatt on the cheap 
— gaining access to Western markets 
without ensuring inroads to their own. 

The thorniest issue now is a matter of 
definition — whether China should be 
considered a "developing country" in its 
accession to Gatt. That would give it 
more time after accession to comply with 
many of the organisation's rules. The 
Chinese point to old World Bank reports 
that show a per capita GDP now shown 
up as ridiculously low by a new method 
of calculation. But Western members of 
Gatt argue that this special status was 
intended to help get trade moving for 
the litle guy — hardly necessary, they 
say, for a country whose exports have 
grown at a rate of 25% annually for more 
than a decade, to reach US$91.8 billion 
last year. 

But China has its own political and 
economic constraints, which may make 
further compromise difficult. The biggest 
issue is the fate of State enterprises, many 
of which could not survive in the post- 
Gatt environment. While China will pro- 
bably be able to designate some "infant 
industries," such as motor vehicles and 
electronics, for medium-term protection, 
many others, especially out-of-date capi- 
tal-intensive industries — will likely per- 
ish in the face of competition. 

Reports anticipating the upcoming 
Central Committee Plenum indicate con- 
tinued paralysis on the issue of state-run 
enterprises. The plenum is expected to 
recommend “micro-economic reform" 
over radical restructuring. In other 
words, measures that move the state sec- 
tor towards the marketplace — privati- 
sation and bankruptcy — will continue 
on a very limited scale. 

"China has made significant conces- 
sions if you look at the capacity they 
have to make concessions. More would 
have very serious implications," says 
Xiao Geng, an economist at Hong Kong 
University. He notes that uncertainty 
over political succession makes it even 
more difficult for leaders to be decisive 
on such a sensitive issue. 

Further complicating the trade tangle, 
in 1993, China racked up a record trade 
deficit of US$12.18 billion. It was the first 
deficit since 1989, fuelled by the surge in 
investment over the previous two years. 
The growth was especially pronounced 
in the property development business, 
which, for example, drove up steel im- 
ports 237% over 1992. Figures like these 
jangle nerves in Zhongnanhai, where 
old-school leaders fear the effects of eco- 
nomic overheating, including the drain 
on foreign exchange reserves. 
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Macro-economic measures announ- 
ced last June by Vice-Premier Zhu Rongji 
have gone a long way to improve Chi- 
na's trade balance. Imports in the first 
half of 1994 rose a moderate 21.1% to 
US$49.2 billion. Exports, meanwhile, 
were up 30.2% to US$48.4 billion over 
the first half of last year. The result — 
China's trade deficit in the first half was 
just US$820 million compared with 
US$3.5 billion in the first six months of 
1993. 

Unfortunately, the timing of China's 
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export recovery can only increase tension 
over its entrance to Gatt, whose mem- 
bers fear the flooding of world markets 
with Chinese goods. Moreover, U.S. 
Treasury Department officials say that 
China is still manipulating its exchange- 
rate system to gain unfair advantage. 

Although the July U.S. Treasury re- 
port praises China for unifying the dual 
currency system on January 1, it charges 
that new regulations issued in April re- 
stricted access to foreign exchange and, 
thus discouraged imports. Gatt rules bar 
exchange restrictions as a substitute for 
other trade barriers. As a result of mar- 
ketplace interference, some analysts are 
revising downward their predictions of 
China's 1994 trade deficit. 

At the beginning of the year, Benny 
Chiu, research manager in Hongkong 
Bank's China division, was forecasting a 
deficit at least as large as last year's, but 
he's revised it to half or about US$6 bil- 
lion. “Now it seems China is willing to 
reintroduce some import controls such 
as increased scrutiny of foreign ex- 
change." He points out that in some sec- 
tors — such as oil, and iron and steel — 
the government has re-centralised au- : 
thority over trade by setting prices and 
closing futures markets. 

Chinese officials have been quick to 
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accuse the U.S. for blocking its failure to 
enter Gatt. The U.S. is indeed leading the 
charge, for good reason. Its trade deficit 
with China has swelled from US$71 mil- 
lion in 1983 to US$23 billion in 1993, sec- 
ond only the country's deficit with Ja- 
pan. Last year, the U.S. was the destina- 
tion for one third of all Chinese exports. 

Without question, Gatt reflects U.S. 
trade imperatives. The U.S. is pressing 
for greater opening of the trade and ser- 
vice sector, which is a concern of Gatt as 
a whole, but also an area where Ameri- 
can companies are especially strong. 

Intellectual property-rights protection 
has also gained prominence in recent 
Gatt working-group sessions. This was 
already a hot bilateral issue. Under the 
Special 301 Section of its own trade law, 
the U.S. in July launched an investiga- 
tion of Chinese copyright violations. The 
outcome will determine whether to slap 
trade sanctions on Chinese goods. U.S. 
companies lose an estimated US$1 bil- 
lion each year, due to Chinese piracy of 
software and compact discs. 

Although China's legal framework 
for handling these violations has im- 
proved dramatically in recent years, U.S. 
officials charge that there is no serious 
enforcement of the laws, in part because 
of local government involvement in pi- 
racy. The U.S. is also calling for greater 
access to the market for such items as 
videos, compact discs and movies. The 
black market has demonstrated strong 
demand, but the above-ground market 
in this sector remains tightly restricted 
by government propaganda chiefs. 

But the issue is not a bilateral one. Of 
the 96 pages of questions submitted by 
Gatt working group members on Chi- 
na's trade regime, just 12 of them are 
from the U.S. "We need the trade-regime 
mechanisms even more than big coun- 
tries like the U.S.,” says a Western diplo- 
mat from another country. “If China got 
a special deal getting into Gatt, all the 
smaller countries would squawk like 
hell. If anything, China is so huge, it 
should definitely not have special terms 
of entry." 

Everyone seems to agree that China 
should be a member of a world trading 
body. But deciding the pace and scope 
of change is a complicated process — 
probably much more difficult than China 
expected back in 1988 when it applied 
for re-admission. “For China, it's a ques- 
tion of balancing long-term benefits and 
the short-term adjustment problems," 
says Chiu of Hongkong Bank. "They 
may just be looking for more adjustment 
time." But the way things are going, 
most of that adjustment will come be- 
fore, not after, its re-entry to the world 
trading organisation. * 


By A Correspondent in Beijing 
he formal establishment in July of 
| China Unicom as the country's 
second telecoms network operator 
marks a watershed for China's infra- 
structure development policy. In the face 
of double-digit economic growth, infra- 
structural constraints have become so 
severe that the regime now has little 
choice but to open up key sectors to mar- 
ket forces, including the foreign-capital 
sector. 

Next on the block could be such 
mega-projects such as the Beijing-Shang- 
hai express railway, not to mention the 
controversial Three Gorges dam, with its 
attendant dislocation of more than a mil- 
lion people. Even China's notorious air- 
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European switchgear: foreign input still vital. 


line industry has been thrown open to 
international investment, though no 
practical results have been seen yet. 

But plenty of clouds still loom on the 
horizon for foreign investors and equip- 
ment vendors looking to cash in on Chi- 
na's infrastructure bonanza. Among 
them: bureaucratic turf wars, industrial 
protectionism, funding constraints and 
political uncertainty in the run-up to the 
post-Deng era. 

What is more, much of the current 
infrastructure boom still goes on in a le- 
gal and regulatory vacuum. Contrary to 
industry expectation, for instance, the 
government has lately let it be known 
that the long-awaited telecoms law will 
not be published any time soon. 

Such qualms hardly deter many for- 
eign investors and manufacturers, who 
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feel that they simply have to be in China 
lest their rival firms steal a march on 
them. In this competitive milieu, finance 
has become the name of the game. For 
instance, telecoms projects, with ever- 
shortening profit cycles, can no longer 
enjoy the luxury of OECD-blessed govern- 
mental concessionary loans to foot the 
bill for big orders. 

The industry is turning to all sorts of 
alternative financing schemes, ranging 
from supplier-subsidised export credits 
to commercial loans and leasing agree- 
ments. At the same time, multilateral 
lending agencies continue to allocate the 
bulk of their credit to infrastructure pro- 
jects, including this year's US$620 mil- 





lion World Bank loan to buy telephone 
switching and transmission gear for 
three Chinese provinces. 

The bank also experimented with co- 
financing the Yangzhou Power Plant in 
Jiangsu, with China's Ministry of Finance 
as co-guarantor. “Build-operate-transfer” 
arrangements have proved attractive ve- 
hicles for foreign suppliers wanting to 
assure their return on investment in 
other power and utility projects. 

Hong Kong tycoon Gordon Wu's 
Hopewell Holdings has been operating 
its Shenzhen power plants profitably, 
providing electricity for both Guang- 
dong and Hong Kong. Wu's more ambi- 
tious Guangzhou-Hong Kong express- 
way project, on the other hand, has been 
plagued with bureaucratic delays. 

Despite such rearguard actions, bu- 
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reaucratic interests find themselves in- 
creasingly forced to make way for for- 
eign capital and technology. The estab- 
lishment of UniCom offers a case in 
point. 

For years, China's Ministry of Posts 
and Telecommunications (MPT) has been 
playing on official xenophobia to block 
direct foreign participation in network 
operations here. Yet the ministry lacks 
the funds and the management expertise 
to make good on its own pledge of tri- 
pling China's telephone network to 140 
million lines by the year 2000. Now it 
looks as if the MPT may be forced to go 
the way of its European and American 
analogues and give up its monopoly 
hold on telecoms. 

With traditional state telecoms mo- 
nopolies crumbling throughout the de- 
veloped world, international telecoms 
operators are moving into the vacuum. 
By forging alliances with each other, they 
can link up their global operations to of- 
fer multinational clients “one-stop-shop- 
ping" opportunities. China will not be 
the missing link in the chain. 

Nynex, one of the seven 
Baby Bells formed by the 
breakup of the U.S. giant 
American Telephone & Tele- 
graph (AT&T), has made 
successful forays into Asia 
by investing in Thailand’s 
first private telephone net- 
work operator, Telecom- 
Asia. It now hopes to benefit 
from the political ties of its 
Thai partner, ethnic Chinese- 
owned conglomerate Cha- 
roen Pokphand, to enter 
China. 

Similarly, Hong Kong 
Telecom — owned by Bri- 
tain’s Cable & Wireless but 
now run by Hong Kong Chi- 
nese interests — has no intention of al- 
lowing its profits to be hostage to the 
long-running Sino-British row over 
Hong Kong’s future. The firm’s grand 
strategy is to become a hub for interna- 
tional telecoms traffic to China. With the 
Beijing-invested Citic Pacific as a key 
shareholder, Hong Kong Telecom con- 
tinues to forge connections through its 
training sessions and study tours. 

By contrast, AT&T has maintained a 
low profile in China’s telecoms service 
sector. Under an umbrella agreement 
signed last year with the State Planning 
Commission, AT&T started with two 
joint-venture factories producing tele- 
phone switches, helping the Chinese de- 
velop standards for telecoms network 
management, and setting up a Bell Labs 
branch in Shanghai. AT&T's ultimate 
goal, however, is to emerge as an inte- 


1994 


Free enterpri 


grated supplier of everything from de- 
sign to equipment-manufacturing and 
telecoms services. 

For equipment vendors, the delicate 
balancing act is to cash in on the busi- 
ness opportunities brought by liberalisa- 
tion, but avoid annoying traditional cus- 
tomers like МРТ. With decades of invest- 
ment behind it, the MPT now controls a 
national phone network that embodies 
lavish outlays of labour and capital. No 
wonder it’s keen to hang on to its exclu- 
sive franchise. 

Over the past couple of years, when- 
ever UniCom or its ad hoc precursors 
would move into a district and try to 
build a local telephone network from 
scratch, the MPT’s local arm would al- 
ways scramble to deliver improved tele- 
phone service in the same area to head 
off competitors at the pass. In some cases, 
local MPT authorities would even refuse 
to hook up competitors’ local services 
into the national network. 

The battle had become so intense that 
it had to be settled at the highest level, 
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the State Council. In the end, UniCom’s 
consortium of powerful backers pre- 
vailed: the ministries of electronics, 
power and railways, as well as the China 
International Trust & Investment Corpo- 
ration (Citic). 

But it’s not just central government 
patronage that decides the fate of ambi- 
tious infrastructure ventures. Local gov- 
ernment commitment counts for more 
and more. The past 15 years of economic 
reform have seen the decision-making 
power shifting away from Beijing into 
the hands of provincial government and 
party bosses. Gordon Wu, for instance, 
reportedly owes much of his success to 
his close ties with the Guangdong pro- 
vincial administration. 

During the past year, many interna- 
tional companies have ventured deeper 
into the Chinese heartland, opening 
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more joint ventures and branch offices 
outside of Beijing and the major coastal 
cities. A far-flung operational network 
in China poses its own set of manage- 
rial challenges. Staff deployment, a res- 
tive workforce, high personnel turn- 
over, raw material quotas, non-uniform 
local taxes and regulations — all con- 
spire to keep country managers awake 
nights. 

So do government policy flip-flops, 
which can be sudden enough to induce 
corporate whiplash. In the late 1980s, for 
instance, China limited to three the 
number of joint ventures producing dig- 
ital telephone switches. Under intense 
U.S. lobbying pressure, AT&T and Cana- 
da's Northern Telecom got two more li- 
cences. Earlier this year, however, China 
again put an end to the further prolifera- 
tion of such joint ventures. 

Still, established switching equipment 
vendors need not throw in the towel 
quite yet, even if they haven't won a joint 
venture licence, according to a Hong 
Kong-based investment analyst. China 
may be a buyer's market for 
the present, but it cannot in- 
definitely maintain its de- 
mand for ever-cheaper 
prices, ever-higher local con- 
tent and ever more up-to- 
date technology transfers. 

Neighbouring countries 
such as India and Vietnam 
have been quickly catching 
up in their telecoms 
retooling, not to even men- 
tion such "Tigers" as Thai- 
land and Malaysia. China 
now has to compete in the 
region for Western equip- 
ment and investment capi- 
tal. International vendors 
are now in the driver's seat. 

Unless, of course, politi- 
cal upheavals induce Beijing to rein in 
the unprecedented social mobility 
brought about by improved infrastruc- 
ture, particularly information technol- 
ogy. International E-mail traffic is al- 
ready on a sharp rise, first to academic 
institutions, now to corporate representa- 
tive offices and joint ventures though 
multinational corporate networks. 

Its only a matter of time before this 
powerful communications channel 
reaches a wider populace through Chi- 
na's newly expanded public data net- 
work, Chinapac. CompuServe has been 
approached by a Chinese government 
ministry to set up a for-profit database 
for information retrieval. At the same 
time, 300 cities have already built up 
their own cable-TV networks, creating a 
huge market for more "information con- 
tent." n 
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BECAUSE OPPORTUNITIES ARE SPREAD 
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Infrastructure needs іп the Asia Pacific region are enormous. То 


region. People who not only have access to an unsurpassed range of products an 
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э meet these needs, Citibank has specialists in every major market in the 


vices, but the vast resources of the world's most global bank. 
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were slower than in the first. The con- more competitive. Foreign investors fre- styles of business venture generally pre- 
sumer price index was 22% higher for quently establish operations in China in fer the independent route. a 
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the field. While stodgy government and 
party organs still occupy the "command- 











Doy А 0 7 ug TS Nx 








TUUS 


rr 


2 





By Louise do Rosario | 





n Hong Kong, like nowhere else, money 
| makes the world go round. But for law- 

yer Eric Pun, artistic interests hold far 
more appeal than chasing the almighty 
dollar. He left his well-paid position in a 
solicitor's firm a decade ago to pursue his 
flair for the theatrical. At 34, Pun now 
promotes a distinctly local genre of art: 
Broadway-style Cantonese musicals. 

АП nine performances of his recent 
production, The Kids, The Wind & The City, 
drew a full house. That's a rare occur- 
rence in a city often derided as a cultural 
desert. Pun's two-and-a-half-hour show 
skilfully combines boisterous music and 
dance with Cantonese lyrics. But its suc- 
cess also derives from its treatment of a 
sizzling issue in Hong Kong: politics. 

The story focuses on a teacher's cam- 
paign to be elected to the Legislative 
Council and the struggles that ensue. The 
plot is straightforward, but the cast's por- 
trayal of Hong Kong's election campaigns 
make it a humorous musical with a bite. 

The first candidate, an enormous wo- 
man, sports a big red flower to show her 
patriotism. "Tam a Chinese,” she 
chants throughout her campaign 
— a caricature of the many “yes 
men" that Beijing has attracted 
in Hong Kong. The second, a 
miniskirt-clad candidate, twists, 
dances and repeats mindlessly to 
voters, “prosperity and stability,” 
the catchphrase of politicians 
who wish to please everyone. 
Pun doesn’t spare the liberals, ei- 
ther. A third candidate, a greasy- 
haired young man in a kung fu 
costume, yells “democracy, de- 
mocracy” until he runs out of 
breath and peels off his clothes. 

Lively jazz, rock ‘n’ roll and 
even traditional Chinese folk 
music punctuate the drama. For 
show-goers used to seeing po- 
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Staging Politics 


Lawyer-turned-playwright and composer produces 
Broadway-style Cantonese musicals 


litical hypocrisy played out daily in Hong 
Kong, Pun’s characterisation is great fun. 

Pun, who wrote the play’s story, mu- 
sic and lyrics, says the subject of politics 
comes through naturally in his work. 
“Politics affects everybody in Hong Kong, 
at least in our subconsciousness,” he be- 
lieves. Musicals are the best medium in 
which to portray such a complex subject, 
he says, because “they bring across a mes- 
sage very effectively — simple lyrics can 
say as much as pages of dialogue.” 

Musicals also entertain richly, Pun 
adds, because they integrate music, danc- 
ing and story-telling. The broad, lively 
vocabulary of Cantonese, the southern- 
China dialect spoken in Hong Kong, 
adapts well to the musical’s format, he 
says. And Hong Kong-style Cantonese has 
a naughty twist that mirrors the fast pace 
and vibrancy of the colony. 

Pun, whose short hair and tan lend the 
appearance of a soldier, was born and 
educated in Hong Kong. His father was a 
well-known journalist; his mother, a 
teacher. After graduation, he did a stint 
in a law firm. But he didn’t like wearing 
a suit and a business-like front. So he quit. 





A scene from The Kids, The Wind & The City. 
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“1 could have made a lot of money” work- 
ing as a lawyer, Pun says, “but I am a 
romanticist.” 

A self-taught musician, Pun began by 
writing songs for other people’s theatri- 
cal productions. In 1986, he set up his 
own non-profit venture, The Musical 
Company, dedicated to developing mu- 
sicals in Hong Kong. Since then, he’s had 
a hand in half a dozen Cantonese musi- 
cals and copped local awards, including 
Radio Television Hong Kong’s Most In- 
novative Song of The Year for Lyrics. He 
penned and produced Hong Kong's first 
original Cantonese musical, Dream of the 
Gold Mansions, staged in 1986-87. 


Manhattan School of Music, to earn a 

master's degree in jazz and commer- 
cial music. During the two years there, he 
lived in Harlem. "It was dangerous and 1 
was а bit reckless," he says, "but it was a 
wonderful experience." On his return to 
Hong Kong in 1991, he worked at a maga- 
zine, wrote a daily newspaper column — 
and started planning The Kids, The Wind 
& The City. The production took nearly 
three years to pull together. Lim- 
ited local interest in the arts and 
difficulty finding a sponsor 
nearly put an end to his project. 
Says Pun: "It is something of a 
miracle that the play came into 
existence." 

Cantonese musicals remain 
underdeveloped in Hong Kong, 
Pun says, because of "the lack 
of tradition and the poor infra- 
structural support." While tradi- 
tional Cantonese opera and Can- 
tonese pop songs enjoy an estab- 
lished market, Cantonese musi- 
cals are still a novel art form. 
"The final product may look 
very attractive," he says, "but it 
takes a lot of persistence to make 
it work." چ‎ 


| 1989, Pun enrolled in New York's 
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OUR INSURANCE AND FINANCIAL SKILLS | SET A CAR RENTAL FIRM 
ON A FASTER ROUTE. While helping a multinational car rental firm manage its complex U.S. insurance needs, the 
AIG Companies were asked to develop a cost-effective plan for coverage throughout Europe. Our captive management experts showed the 
company a new direction. They established a self-insured retention program and a claims-management system for the firm, while our 
portfolio specialists in London implemented a funds-management plan for the multimillion-dollar captive. Excess coverage was 
written by an AIG company in Europe. The result was a comprehensive risk management program created without sacrificing either 


effectiveness or continuity. And another demonstration of how the AIG Companies provide the definitive response to risk. 
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preeminent global investment banking 
and securities firm that provides a full 
range of financing, investing and financial 


advisory services to corporations, financial 





institutions, governments and individuals 
worldwide. We make these resources 
readily available to meet our clients' needs 


around the clock and around the globe. 








Thoughtless Indulgence 

In your August 11 editorial on Myanmar 
[Come Ye Back to Mandalay: Asean 
urges constructive engagement with 
Burma], I was dismayed by your use of a 
strong, emotive word — thugs — to de- 
scribe the leaders of my country. 

They are all graduates of the Defence 
Services Academy, modelled on West 
Point, or the Officers Training Schools, 
modelled on Sandhurst. All are taught to 
be patriotic and trained to defend the na- 
tion from any external or internal threat. 

The original “thugs” were organised 
criminal gangs in India. Their modus 
operandus was to befriend and beguile 
travellers and then murder and rob them 
in the night. 

The “assassins” of Central Asia oper- 
ated similarly. Other examples were, of 
course, those rapacious freebooters who 
sailed faraway seas to befriend, beguile 
and... well, we all know what was looted 
during the days of colonialism. 

Hong Kong’s s prosperity began with 
the Opium Wars waged by such adven- 
turers, and in his historical novel, F oreign 
Mid, Maurice Collins describes it vividly 


AH ше musi include the writer's name and address and are subject to editing. 
Letters may be E to id ini "view, GPO Box 160, bis. Аии OF е to (852) 503 1530. 


I do hope your dignified weekly will 
not indulge itself thoughtlessly in such 
strong words; it may amount to throwing 
something bad up to the ceiling fan in 
your own room. 

_ MAUNG THITSA 
Myanmar Embassy 
Jakarta 


All in the Family 
I find it incredible that someone as learned 
as Walter Woon could hide his head in 
the sand in the name of a noble cause 
[Family Matters, THE STH COLUMN, Aug. 
11]. His support for a new law making 
children responsible for the support of 
their parents relies on the argument that 
Asians are more traditional in values and 
will thus рау high costs to avoid "losing 
face." The argument assumes that every- 
one feels it is better to hide the problem 
than to have it in the open. 

Singapore’s politicians are notorious 
for using legislation to solve social ills sim- 
ply because the government of the first 
generation did it somewhat successfully. 
The first generation were also natural 
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Nestling in the heart of 


soothing qualities have resulted in many a traveller coming back again and 


| 
| 
| again for more. The ANA Hotel. Where a rest is as good as a change. 
| 
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AN ANA HOTEL SINGAPORE 





| 16 Nassim Hill, Singapore 102 
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Singapore s genteel embassy district lies an | 
organisation dedicated to bringing businessmen bach to life. Who have 


established a worldwide reputation for rejuvenating jaded bodies. And whose | 
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leaders who were way ahead of the popu- 
lation in education and thinking. They still 
had a tough time and their success was 
mixed. There is no substitute for personal 
leadership and innovative thinking. If 
Woon wants to legislate, why doesn't he 
call for legislation that would make law- 
makers pay personally for laws that do 
not work or have bad side-effects? 
C. H. LOW 
Kuala Lumpur 


Antsy 

I wish to correct a misleading implication 
from vour article Grassroots Movement 
[Aug. 18]. The paragraphs dealing with 
the Legislative Council debate on electoral 
reforms imply that the United Democrats 
did not support Emily Lau's Private Mem- 
ber's Bill to provide for 60 democratically 
elected seats. In fact, all United Democrat 
legislators voted for this bill and lobbied 
for its passage, providing 13 of the 20 
votes Lau's bill ultimately garnered. 

We regard the emergence of new pro- 
democracy groups such as the United 
Ants as a very positive development and 
hope that — like ants at a picnic — they 
will soon be everywhere. 

MARTIN LEE 
Chairman 
United Democrats of Hong Kong 


Light on Dwight 
Chris Holmes’ experience with Dwight 
Chapin at Hill and Knowlton [Water Tor- 
ture, TRAVELLERS’ TALES, Aug. 25] provokes 
me to write a few laudatory words about 
Dwight. Of all Nixon’s men, Dwight 
showed great honour in not capitalising 
on his Watergate experienc es. He served 
time tor being unwilling to “shop” his boss, 
but that was an honourable action, too. 
Having worked with Dwight and hav- 
ing known him for several years, 1 can 
assure Chris Holmes that the reason he 
wasn't appointed to the job had nothing 
to do with mentioning Woodward and 
Bernstein — the president's man also has 
а great sense of humour. 
COLIN L. GODDARD 
Philip Morris Asia 
Hong Kong 
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The Good Earth 





Life is getting better, but Malthus reigns in Cairo 


hile browsing through the library 
of Hong Kong's China Club the 
other day, we happened to stum- 


W 


Great Expectations 


ward more open economies. Many devel- 
oping countries have succeeded in reduc- 
ing poverty — most dramatically in East 
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ble across the book whose cover appears Life is getting better, Asia. Social development has been remark- 
nearby. The book was printed in 1959, and not worse able: infant mortality has fallen sharply 
we'll say this for author John Robbins: as DEVELOPING COUNTRIES while literacy and life expectancy have in- 
his title indicates, he knew how to get to the 0 40 80 120 160 2005 creased substantially.” We might further 
point. "It is easy," he wrote, "to imagine the Mene E add that per capita food consumption is 


United States, or Canada, or Brazil, or even 
— with somewhat more effort — France 
supporting twice its 1960 population at a 
reasonably decent standard of living. It is 
not possible, on the other hand, to imagine 
double the number of Asians thirty years 
from now, contented with their lot, produc- 
ing enough food to keep themselves strong, 
and living at peace with one another and 
with the rest of the world." 

As it turned out, Asia well more than 
doubled in size and set off a new industrial 
revolution. In fairness to Mr. Robbins, he 
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Part one of a series 


was not alone in his grim predictions — a point well worth | 


bearing in mind as the heirs to this branch of Malthusianism | 


gather in Cairo this month for the United Nations' third | 


International Conference on Population and Development. 
There delegates hope to ratify a draft plan calling on gov- 
ernments to commit billions of dol- 


have no objection to family planning 
as long as decisions are made by cou- 
ples themselves. But the conference 
programme crosses into the realm of 
the pernicious when it exhorts people 
to limit their children on the basis of a 
false assumption: that things are get- 
ting worse, that more children thwart 
a nation's development, that catastro- 
phe lurks just around the corner. 
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In fact things are getting better, for | 
everyone, not just those in the richer nations. By almost | 


every measure of human welfare, the world has shown 
steady improvement since Malthus' day. As for the popula- 
tion explosion, fertility rates have been declining for years, 
dramatically in most places. If we have more of us around 
today, it's because fewer of us die at birth and on average 
we live longer. Surely that should be a cause for celebration, 
not despair. 

Even the World Bank, which takes a jaundiced view of 
population growth, has let some of the good news slip out. 
As a recent report puts it, "The average income in the devel- 
oping world has doubled since 1960. There has been a dra- 
matic expansion in world trade and a worldwide trend to- 
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lars to control population. Now, we | 
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Infant mortality 
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1950-55 Life expectancy 
n Life e expectancy at 
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higher than it’s ever been. 

This is not the message from Cairo, 
where the reigning assumption is that more 
people are by definition bad for develop- 
ment. This will come as no surprise to those 
who recall that the U.N. Population Fund 
was largely founded on this assumption; if 
its bureaucrats didn’t promote the idea, 
they would be out of jobs. Although chief 
Nafis Sadik has switched gears somewhat 
by promoting the Cairo gathering on the 
basis of empowering women, even a cur- 
sory glance at the 89-page draft plan of ac- 
tion shows that what it really empowers is governments. 
Indeed, while development is mentioned only vaguely and 
in only a handful of pages, the draft is very specific when it 
comes to government spending commitments for popula- 
tion control: as much as US$17.5 billion by 2000, and who 
knows after that. 


school age 
children 


United Nations Data 


e are further discouraged to note that, like Mr. 
Robbins so many years ago, the U.N. plan defines 
the population “problem” in terms of yellow and 
brown peoples. No one goes around complaining that there 
are too many Dutchmen, though with 450 people per square 
kilometre the Netherlands is more than three times as 





| crowded as China. Surely this region's unprecedented 





growth demonstrates that those in undeveloped lands have 
minds as well as mouths, and that these minds — once 


| unshackled and allowed to realise their potential — are at 


least as capable of contributing to the world pie as anyone 
else's. The irony today is that Cairo's call to lower birth rates 
comes at a time when Asia's leading economies are suffer- 
ing from labour shortages while Europe, with its plummet- 
ing birth rates, finds itself plagued by unemployment. 
Latter-day followers of Malthus, take note: The Asia once 
thought fated to poverty was, on the very eve Mr. Robbins 


| published his dismal conclusions, on the verge of a boom 
| that would rewrite the economic texts. Today's doomsayers 


will likely fare no better. Though much remains to be done 
to seat everyone at the banquet of prosperity, we now know 
what works: free peoples trading freely with one another. 
The problem at Cairo is that they have got the lesson back- 
wards: wealth comes from people, not governments. * 
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Between now and the year 2000, an estimated 395 million people in 
Asia will move to the city. Providing that many “home sweet homes" 


is a major challenge to the region's niaaa 





YTL's home is in Malaysia, a country whose gov- Its Pantai Hillpark set a record for units sold - all 
ernment forecasts the economy to grow 7.5% annually 450 units were sold in just three days. 


until the year 2020. Since 1955, YTL has grown in step with Malaysia, 


Over the same period, the population is expect- providing a broad range of infrastructural expertise 
ed to double. Such a rapidly growing population needs 


from manufacturing, construction, power generation, 
reliable and efficient housing developers. 


hotels and resorts to property development. 


For almost 40 years, YTL has built houses and If you want to help house Malaysia's and the 
condominiums in all price ranges. The company's repu- region's growing urban population, 
tation for delivering quality at a fair price and on time talk to us. 
has made it one of Malaysia's most popular housing Working for the advancement mds n5 
иш mH NM NN 
developers. of infrastructure since 1955 ER EE RM п 


YTL Corporation Berhad, 55 Jalan Bukit Bintang, 55100 Kuala Lumpur, Malaysia. Fax: 603-2421477. 
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Shangri La's 


Tanjung Aru Resort 


KOTA KINABALU, MALAYSIA 


Locked Bag 174, 88744 Kota Kinabalu, Sabah, Malaysia. Tel: (60-88) 225 800/241 800 Fax: (60-88) 217 155/244 871 Telex: 80751/80752 TABHOT MA 


For reservations, call your travel consultant or the Shangri-La in your city 
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differently. It is made using skills and techniques that others have lost 
or forgotten. It is made with attention to detail very few people would 
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the best. For the day that 
vou take delivery of vour 
Patek Philippe. vou will have 
acquired the best. Your watch 
will be a masterpiece, quietly 
reflecting your own values. 
A watch that was made to 
be treasured. 





kd 


PATEK PHILIPPE 
GENEVE 


HONG KONG Service Centre: FAIRFIELD ENTERPRISES LTD. (DISTRIBUTOR AND GENERAL AGENT), Room 809, Wing On Plaza, Mody Road, Tsimshatsui East, Kowloon 
Authorized Retailers: ELDORADO WATCH CO., LTD., 60, Queen's Road, Central - SHUI HWA WATCH CO., LTD., 5O, Des Voeux Road, Central - KING FOOK 
GOLD & JEWELLERY CO., LTD., 3O-32, Des Voeux Road, Central - 88, Queensway, The Pacific Place, Central - 1, Yee Woo Street, Causeway Bay - 458-468, Hennessy 
Road. Wanchai - EMPEROR WATCH & JEWELLERY CO., LTD., Shop 2O B, G/F Pacific House, 2O, Queen's Road, Central. KOWLOON EMPEROR WATCH & JEWELLERY CO., LTD 
81. Nathan Road, Ground Floor - KING FOOK GOLD & JEWELLERY (КИМ) CO., LTD., 118-13O, Nathan Road - ZURICH WATCH CO., LTD., 91-93 Nathan Road - MERLIN WATCH CO 
16, Peking Road, Ground Floor, Tsimshatsui – SWISS UNION WATCH CO.. 29 Nathan Road, Tsimshatsui. SINGAPORE GENEVA MASTER TIME PTE LTD. (DISTRIBUTOR AND GENERAL 
AGENT), 39A Jalan Pemimpin, O5-OO TAL Building. Singapore 2057, Tel. 2599288, Showroom: PATEK PHILIPPE DISPLAY & SERVICE CENTRE, Goodwood Park Hotel, Tower 
Block, 22 Scotts Road, Singapore O922, Tel. 7321506. SINGAPORE Authorized Retailers: CORTINA WATCH CENTRE PTE LTD., Tel. 2350084/3399185 / 337 1481/3391 728 - 
THE HOUR GLASS LTD., Tel. 2356527 /7342420/7341598/3378309/7331262/3343241 - ROY EASTERN WATCH PTE LTD., Tel. 7341935/7343139/3381232 - DELUXE EASTERN 
WATCH PTE LTD., Tel. 2352536 - SINCERE WATCH LTD. Tel. 7374648/3384006/7330618/7353977 - WATCHES OF SWITZERLAND PTE LTD., Tel. 7373708/7338204. 
Service Enquiry: C. MELCHERS & CO. S.E.A. AGENCY, Petaling Jaya, Tel. 7555566. MALAYSIA Authorized Retailers: THE HOUR GLASS Bhd, Kuala Lumpur, Tel. 2441620 - 
WOO HING BROTHERS (M) Bhd, Kuala Lumpur, Tel. 2419420/244193O. INDONESIA Authorized Retailer: THE HOUR GLASS LTD., Jakarta, Tel. 314 3311 





“If marble can get cancer, 
can imagine the plight 
-of children in the area. 


2 New Delhi lawyer Mahesh Chandra 
^ Mehta, who has been fighting a 10-year 
. case to close factories and refineries 
whose pollutants are yellowing the 
Taj Mahal. 


" | told him if he wanted 
money, he should get a job. " 
К 


Yumi Kurakawa, a 13-year-old Japanese | "9%, нщ SEND y А, *9A-? 
schooigirl, who foiled a purse-snatcher by Jock! ell v 
sticking her umbrella through the spokes 


of his bicycle wheel. NEWS ITEM: IN SRI LANKA, THE DAUGHTER OF THE WORLD'S FIRST WOMAN PRIME 


MINISTER 15 HERSELF ELECTED TO LEAD THE COUNTRY. 





* | was in great pain while the judge was | "^ Often, she has an exquisite way of 
reading his sentence. ” | arousing her father's interest. ” 
Kwok Wan-ying, who went into labour as she stood before The Hong Kong China News Agency, on the 
a Hong Kong District Court judge sentencing her fora — | relationship between Chinese patriarch Deng Xiaoping 
HK$100,000 robbery. Kwok received a suspended jail term апа his youngest daughter, Deng Rong — who acts as 
and gave birth to a son 13 hours later. | his "hearing aid" and is considered the power behind 
| the throne. 


" A woman's reproductive function is still 


seen as a national asset. "' | “ Err, what's the Internet? ” 
Truong My Hoa, secretary of Vietnam’s Communist Party | A senior manager at Hong Kong's Securities and | 
Central Committee and president of the Vietnam Women's — Futures Commission, when asked if the SFC is monitoring 
Union, on local attitudes towards women. the information superhighway for evidence of 


share ramping. 


" Fifteen million people have seen 
my naked butt. " 


Canadian model Craig Fraser on his "exposure" 
to Japanese subway riders in a Tokyo poster 
campaign that promotes consideration for 
others. The posters feature Fraser, his back 
to the camera, wearing nothing but 
headphones. 


“Why put an American boy's way 
of speaking to a father into a 
Singaporean boy's mouth? " 


Singapore's prime minister, Goh Chok Tong, 
on an advertisement that depicted a 
toddier wearing a baseball cap sideways, 
| clenching his fist and demanding а 
NEWS ITEM: CHINESE OFFICIALS INVESTIGATING CORRUPTION ARE OFTEN nutritional supplement from his father. 
SILENCED BY BRIBES. Perspective The ad was later pulled. 
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Taipei Surprise 

Diplomats in Washington and Taipei 
were surprised by the appointment of 
Benjamin Lu as the new director of Tai- 
wan's office in the United States, the Coor- 
dination Council for North American Af- 
fairs. Lu isn't well known to outsiders, 
though he served as Taiwan's representa- 
tive in Belgium for three years. There, he 
lobbied, among other things, for European 
governments to support Taiwan's mem- 
bership in the United Nations. Foreign 
Ministry sources in Taipei say that Lu's 
background in economic and trade affairs 
is unusual among senior Foreign Ministry 
officials. One official said Lu's appointment 
to Washington signals a new emphasis on 
economic policy, and in particular Tai- 
wan's bid to enter the World Trade Or- 
ganisation (the successor to Gatt), the 
World Bank and the IMF. 


Early Declaration 


It's being billed as the Bogor Declara- 
tion, and according to senior Asian diplo- 
mats it will be the main statement to 
emerge from the Asia-Pacific Economic 
Cooperation (Apec) summit, to be held in 
Indonesia on November 15. The sources 
say the main thrust of the declaration will 
be to commit Apec to graduated trade-lib- 
eralisation targets, with the more deve- 
loped nations taking the lead. As at Apec's 
Seattle “island summit,” each leader will 
be accompanied by only a single senior of- 
ficial when members convene at Bogor's 
presidential palace, a short drive south of 
Jakarta. Next year’s summit will be in 
Osaka. 


Protective Custody 


Japan’s National Police Agency has 
been giving special protection to former 
Justice Minister Shigeto Nagano of late. 
Nagano resigned in May after giving a 
newspaper interview in which he des- 
cribed the Nanjing massacre of Chinese ci- 
vilians by Japanese troops as “fiction.” His 
statement was condemned by Japanese 
leftwing groups as well as by the main- 
stream media. But the main threat to 
Nagano’s safety is thought to come from 
rightwing extremists. Nagano enraged 
rightists by partially retracting his remarks 
before his resignation. 


Indian Office 


Following months of quiet diplomacy 
and unannounced visits to Taiwan by In- 
dian officials, New Delhi has decided to 
set up an unofficial presence in Taipei. 


12 


While this will be an office or trade asso- 
ciation, the head of the mission is a veteran 
Indian diplomat and China specialist, 
Vinod Khanna, who retired from the for- 
eign service a few. years prematurely. In- 
dia, an early proponent of China’s admis- 
sion to the UN and the expulsion of Tai- 
wan, now finds much of interest in Taiwan 
and its cash-rich investors. 


Unlucky Country 


American President Bill Clinton has dis- 
appointed many countries by confining his 
overseas trip in November to the Philip- 
pines and Indonesia. Not least of those put 
out is Australia, which has long lobbied for 
a visit from Clinton. This is ironic, because 


AVO SIGHS 





Not on Clinton’s Asia schedule. 


it was at a Washington meeting with Aus- 
tralian Prime Minister Paul Keating in Sep- 
tember 1993 that Clinton described Indo- 
nesia as among “the most underestimated 
countries.” Jakarta appears to have leap- 
frogged over Canberra in Clinton's estima- 
tion. 


Conceding Ground 


In the hope of getting United Nations 
sanctions lifted, Iraq is expected to make 
major concessions to Kuwait at a three-day 
meeting of foreign ministers from the Or- 
ganisation of Islamic Conference in Islama- 
bad, starting on September 6. Pakistan, 
Turkey and Iran, as well as two European 
powers, France and Germany, would now 
like to see UN sanctions against Iraq lifted. 
The three Islamic countries have told Iraq 
it must recognise Kuwaiti sovereignty, 
accept the current border and return miss- 
ing Kuwaitis before sanctions can be lifted. 
The five countries’ concern is more than 
simply humanitarian, however. All stand 
to benefit from construction or labour- 
export contracts if the sanctions are lifted 
and Iraq begins a major programme of re- 
construction. 
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THANKS TO HEXAGON, ENABLED JAMES TO PURCHASE 


A US$64,000 INCREASE IN PROFITS, 


SOME much needed OFFICE EQUIPMENT. 










James' trading company 
was able to save more than 


US$64,000 in just one year, by using 


from 


Hexagon, the desktop banking system 
HongkongBank. Through Hexagon, James was able to get 
up-to-date, accurate information on all his accounts. This 
enabled him to reduce interest expenses through earlier 
loan repayment, and more effectively utilise his trade 
facility. In addition, James was able to reduce the time 
spent on financial administration — including a 50% 
reduction in DC application time — thus increasing the 
productivity of his staff. 

An increasing number of companies are benefiting from 


тм Windows is a trade mark of Microsoft Corporation 





AD3388 


А 


the convenience and 
efficiency of Hexagon. 
е With Hexagon, you can move 
funds, make transfers and payments all over the world and 
in more than 40 currencies, track foreign exchange markets 
and receive the latest stock information — all at the touch of 
a button, 24 hours a day. Whether your PCs run 


Windows™ or DOS, Hexagon is compatible. And because 


it’s HongkongBank, you know it's as secure as it is 


efficient. 
For information on how Hexagon can 


make your business more profitable, 


The Desktop Bank 





contact your HongkongBank branch. 


HongkongBank 


Member HSBC Group 








The Mitsubishi Lancer: A family sedan that’s 


Lancer leaves the rest of its 
class in the dust. 

Yes, it is a family sedan. Com- 
fortable and practical. 

But exciting, too, because 
Mitsubishi hasn't forgotten 
what truly drives you: the 
pure pleasure of total driving 
performance. 


Its ground-hugging chassis 
holds corners tight. A self- 
aligning multi-link suspension 
adjusts to the road no matter 
what the driving conditions. 
And the aggressive, fuel-efficient 
16-valve SOHC engine makes 
Lancer eager and responsive 
in the passing lane. 


All of this performance comes 
from one very simple idea—our 
total approach to engineering. 

We believe that unless each 
aspect of a car is fully inte- 
grated into the overall design, 
the result will never exceed 
the sum of the parts. The differ- 
ence is self-evident. Behind 


practically built to perform. 


the wheel. And on the road. 

It is this philosophy that 
makes every Mitsubishi such 
4 reassuring and rewarding 
driving experience. Whether it's 
our top-end Mitsubishi Sigma, 
technologically sophisticated 
Galant, all-weather 3000GT 
sports car, or off-road 4WD 


Pajero...they re all driven by 
the power of positive thinking. 

So take the wheel of a Lancer, 
the family sedan that performs 
like a thoroughbred. 


MITSUBISHI LANCER 
What Drives You. 


MITSUBISHI 
MOTORS 


CREATING TOGETHER 
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/V | d with a global 

IS SH A RED. network of representatives 

and distributors. We are 
the world's largest producer of PTA (purified 
terephthalic acid), PIA (purified isophthalic 
acid), TMA (trimellitic anhydride), PX (para- 
xylene) and PB (polybutene). We are also the 
third largest producer of PP (polypropylene) 
and the world's largest supplier of woven 
PP fabrics as well. All our major plants are 
ISO 9002 certified. 
Our philosophy is this: Growth can 

best be achieved by assisting our business 
partners to reach their goals. 


e» 
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AMOCO 


aae. | 
Amoco Chemical Asia Pacific 


The chemistry right at Amoco.. 
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MALAYSIA 
Chief Minister Accused 


Police in Malacca began an 
investigation on August 29 
into an alleged sexual 
relationship between state 
Chief Minister Tan Sri Abdul 
Rahim Tamby Chik and a 15- 
year-old girl. Rahim became a 
national political figure after 
being elected in 1993 as leader 
of the powerful youth faction 
of the United Malays National 
Organisation, which heads 
Malaysia's ruling National 
Front coalition. 


Al-Arqam Outlawed 


The controversial Muslim sect 
Al-Arqam was outlawed by 
the government on August 26. 
The group, which is said to 
have up to 100,000 followers in 
Malaysia, had earlier been 
declared an illegal movement 
by the National Fatwa Council, 
the country's highest Muslim- 
affairs body. The August 26 
ban, under the Societies Act, 
was followed by the arrest of 
five Al-Arqam members who 
tried to deliver a complaint 
against the police. All were 
released on bail. 


PHILIPPINES 


South Korean Hostages 


Armed members of the Moro 
Islamic Liberation Front, which 
recently broke away from the 
secessionist Moro National 
Liberation Front, took seven 
South Koreans and 11 Filipinos 
hostage in a remote area in 
North Cotabato, Mindanao. 
The rebels used their captives 
as human shields to stop an 
offensive by government 
troops. The South Koreans 
were working on an irrigation 
project funded by the Asian 
Development Bank. 


PAPUA NEW GUINEA 
Wingti Out, Chan In 

Sir Julius Chan was sworn in 
as prime minister of Papua 
New Guinea on August 30. He 
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Their sect has been outlawed by Kuala Lumpur. 


replaced Paias Wingti, who 
stepped down the same day 
and did not contest the vote in 
Parliament. Chan's People's 
Progressive Party will form a 
coalition government with the 
main opposition Pangu Party. 
The Supreme Court ordered 
the vote after it declared the 
1993 election of Wingti invalid. 
Chan, who served as premier 
from 1980 to 1982, defeated 
former speaker Bill Skate, of 
the small National People's 


Congress, by 69 to 32 votes. 


SRI LANKA 


New Opposition Leader 


The United National Party, 
now in opposition after an 
August election defeat ended 
its 17 years in power, elected 
Gamini Dissanayake as its 
parliamentary leader. 
Dissanayake defeated former 
Prime Minister Ranil 
Wikremasinghe in a secret 
ballot on August 24. 


THAILAND 
Rebuff for U.S. 


Parliament's budget committee 
is considering ending 
Thailand's contribution to the 
Joint U.S. Military Advisory 
Group. The move is in 
retaliation for American 
legislation that gives Congress 


the right to cut military aid to 
Thailand if Bangkok is found 
to be supporting the Khmer 
Rouge in Cambodia or 
hindering the activities of 
Burmese democracy 
campaigners. 


INDONESIA 
Suharto Treated 


President Suharto spent 
several hours in a Jakarta 
military hospital on August 
23-24; he was treated for a 
kidney stone, a government 
bulletin said. The statement 
was the first in memory to 
discuss the leader’s health. 
Sources say Suharto, 73, had 
been bothered by kidney 
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stones for some weeks and 
was in severe pain while 
reading his independence day 
speech on August 17. 


CHINA 

Li Peng's Warning 

Chinese Prime Minister Li 
Peng warned of social unrest 
in the face of rocketing prices 
and low government incomes. 
"The social order in some 
areas is not good," Li told his 
cabinet in a speech carried on 
the front pages of major 
newspapers. The prime 
minister warned that feeding 
China's huge population is 
still a problem "that can at no 
time be neglected." 


INDIA 


Bombay Paralysed 


A strike called by the Hindu- 
revivalist Bharatiya Janata 
Party (BJP) and the Shiv Sena 
movement shut down Bombay 
on August 26. The stoppage 
followed the murder of local 
BJP leader Ramdas Nayak a 
day earlier. Two men 
ambushed Nayak, a 

member of the Bombay city 
government, with assault rifles 
outside his home, killing him 
and a security guard. No one 
has claimed responsibility. 


Blast Accused Surrender 


Six members of Bombay’s 
Memon family, accused of 
carrying out the bombings at 
the Bombay Stock Exchange 
and other city targets in March 
last year, gave themselves up. 
They had returned from Dubai 
on August 26 in a surrender 
negotiated with Indian 
authorities. Another family 
member, Yakub Memon, was 
allegedly caught in Nepal on 
July 24 and handed over to 
India. He has been allowed to 
give media interviews detailing 
the involvement of Pakistan’s 
Inter-Services Intelligence 
agency in the bombing 
conspiracy. The chief suspect, 
“Tiger” Memon, is still at large. 
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Forgive and Forget 


Touring Southeast Asia, Japan's prime minister gets a pleasant 
surprise from his Malaysian counterpart, who declares it is time 
Japan stop apologising for World War II. 


from Malaysia's prime minister, Datuk 

Seri Mahathir Mohamad. His Japanese 
counterpart, Tomiichi Murayama, had ar- 
rived in Kuala Lumpur ready to show re- 
morse for the suffering Japan inflicted in 
World War II. But Murayama was quickly 
reminded that Mahathir enjoys being the 
region's odd man out. 

Instead of gravely accepting Tokyo's 
apologies as other leaders had done, Ma- 
hathir said he couldn't understand why 
Japan "kept on apologising for war crimes 
committed 50 years ago." 

Rather than offer regrets, he suggested, 
Japan should use the past to learn lessons 
for the future. War compensation for the 


Asian victims of the Japanese army was 


not an issue, Mahathir added. Malaysia, he 
noted, had never considered seeking com- 
pensation from Britain for damage inflicted 
during the colonial era. 

The Malaysian leader's August 27 re- 
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marks contrasted with those of leaders in 
Manila and Hanoi — earlier stops on 
Murayama's four-nation Southeast Asian 
tour. In Manila, for example, President 
Fidel Ramos said in welcoming Murayama 
that both their countries had a “responsi- 
bility to heal bygone wounds." Although 
he spoke in general terms, officials later 
made it clear he was referring to Philip- 
pine women who were forced into prosti- 
tution as "comfort women" by the Impe- 
rial Army. 

Ramos later told Murayama he ex- 
pected Japan to settle the comfort-women 
issue “with compassion,” although the 
Philippines was not demanding individual 
compensation. Officials travelling with 
Murayama said Japan would soon an- 
nounce a series of programmes designed 
to express its “remorse” over the comfort- 
women issue. 

The programmes will, however, not in- 
clude payment to individuals. Instead, Ja- 


pan plans to offer funds for promoting. 
youth exchanges and raising the status of _ 
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women in the region. A third scheme 
would offer subsidies for joint studies of 
war-related topics by Japanese and Asian 
scholars. Foreign Ministry officials say they 
hope the three packages, possibly to be 
budgeted at a total of X100 billion (US$1 
billion) over 10 years, will effectively settle 
the comfort-women issue. But politicians 
from Prime Minister Murayama's own So- 
cial Democratic Party of Japan have ex- 
pressed doubt that the issue can be re- 
solved so easily. 

“It may take at least a formal apology 
by Parliament to resolve this problem, and 
there will be other claims after the com- 
fort-women issue is solved," says Sumiko 
Shimizu. A socialist member of the upper 
house of Parliament, Shimizu has made a 
specialty of studying war-compensation 
issues. 

Mahathir's brisk dismissal of war con- 
cerns must have come as a relief to 
Murayama. Like many of his predecessors, 
the Japanese prime minister was reared to 
believe that Japan would never be fully 
trusted in the region because of the Impe- 
rial Army's atrocities. 

. But there was a pay-off: in talks with 
Mahathir and Malaysian Trade Minister 
Datuk Seri Rafidah Aziz, Murayama was 





told Japan should stop dragging its feet 
over whether to join the East Asian Eco- 
nomic Caucus (EAEC). Mahathir wants to 
create the trade group as a counterpart to 
the North American Free Trade Area and 
the European Union. 

Murayama stalled on the EAEC issue, as 
Japanese leaders have been doing for the 
past year. Japan could join the EAEC if it 
was an "open system" and if Malaysia 
could convince the United States that this 
was the case, he was quoted as telling Ma- 
hathir. Privately, Japanese officials admit it 
may be hard to stall much longer. 

Japan received a formal approach from 
Asean late last year to join the EAEC and 
has been told everything it needs to know 
in order to make a decision. The sticking 
point, says Japan's former ambassador to 
Thailand, Hisahiko Okazaki, is that the 
Foreign Ministry prefers to avoid contro- 
versial moves in Asia at a time when Ja- 
pan's bilateral relations with the U.S. face 
problems. 

"Some people in our government be- 
lieve that Japan should tell Malaysia it will 
join the EAEC"if Kuala Lumpur cooperates 
with moves to strengthen the Asia-Pacific 





Murayama (right) with Singapore Premier Goh 


Chok Tong. 


Economic Cooperation forum," says 
Okazaki. "That looked like a good idea at 
one stage, but now it's not as easy to sell as 
it used to be." Unlike the EAEC, the forum 
includes the U.S. and Canada. 

Mahathir's remarks about the war and 
his unrelenting stress on the EAEC can be 
understood best in the context of his "Look 
East" policy, analysts say. First enunciated 
in the early 1980s, the policy sees Japan not 
just as source of trade and investment, but 
also as an economic-development model 
and an indispensable player in moves to 
strengthen regional cooperation. 

In his talks with Murayama, Mahathir 
stressed that "Look East" is still valid. But 
he also suggested that Japan could do more 
to make the concept a reality. The 2,000 
Malaysian students who have studied in 
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Japan — compared with 200,000 who have 
been educated in Britain — are a poor ad- 
vertisement for Japan's interest in passing 
along experience to neighbours, he told 
Murayama. 

In Vietnam, the second stop on 
Murayama's tour, officials welcomed the 


Japanese premier's expressions of contri- | 
tion about the war. The accent, however, | 





was firmly on economic cooperation, | 
especially in the private sector. With an- | 
nual aid commitments of more than ¥60 | 


billion, Japan is Vietnam's leading foreign 
aid donor. But Vietnamese officials com- 
plain that private investment has lagged 
badly. 

With a mere US$15 million worth of 
projects committed in 1993, Japan ranked 


seventh among Vietnam’s sources of for- | 





eign investment. Officials at the Keidanren, | 
the main association representing Japanese | 
big business, attribute the failure to invest | 


more to "slow decision-making proce- 


dures" and Vietnam's exclusion from an | 


investment-insurance scheme run by the 


Ministry of International Trade and Indus- | 


try (Miti). 


Murayama promised in talks with Viet- | 
| book about Juche, the 


namese leaders that Vietnam would 
soon be given full coverage under 


would also be made to resolve other 
issues — such as the lack of a dou- 


; 
9 
; 
a 


been slowing investment. 
Keidanren officials say they hope 
Vietnam may come on stream as а 


about the time that political and 
other risks start building up in China 


In the past three years, China has 
been the top East Asian recipient of 
Japanese private investment. 
he last country on Mura- 
yama's Southeast Asian trip, 





present coalition government — is 


the Miti scheme. He said efforts | 


ble-taxation agreement — that have | 


desirable investment destination just | 


to deter Japanese investment flows. | 


Singapore, provided a re- | 
minder that Japan — or at least the | 


still deeply divided about the role Tokyo | 
should be playing in world affairs. In an- | 


swer to a suggestion by Singapore Presi- 
dent Ong Teng Chong that Japan should 








| 


become a permanent member of the | 
United Nations Security Council, Muraya- . | 


ma said Japan needed “more time” to 
study the obligations that membership 
would entail. 


His hesitancy disappointed Japanese | 


Foreign Ministry officials, who want to 


push ahead with the Security Council ap- | 


plication. Some analysts, however, suggest 
that the prime minister was right to be 


cautious. Whatever else it may have | 
achieved, they point out, Murayama's trip | 


showed that before it strides onto the 
world stage, Japan still has plenty of prob- 
lems to resolve in its own backyard. E 
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NORTH KOREA 


Pyongyang 
Puzzle 


Why hasn't Kim Jong 1! 
formally taken over? 





By Shim Jae Hoon in Seoul 


iant posters have appeared in the 
North Korean capital of Pyong- 
yang. They depict a smiling Kim 
Jong Il against a background of the army, 
navy and air force conducting a joint exer- 
cise. Meanwhile, inside the general head- 
quarters building of the Korean People's 
Army, a 7-metre- , 

high white marble * 
statue of Kim stands 
unveiled. It shows 
him with his right 
hand resting on a 





rigid North Korean 
concept of self-reli- 
ance. 

While such signs 
might confirm that 
Kim is firmly in con- 
trol at the head of the 
ruling Korean Work- 
ers’ Party (КҰР) and the 1.1 million-strong 
armed forces, he has yet to formally accede 
to power. For the eight weeks since the 
death on July 8 of his father, "Great 
Leader" Kim Il Sung, North Korea's 22 
million people have been without a formal 
head of state. The extended delay in Kim 
Jong Il's formal ascendancy has puzzled 
many analysts and led to speculation about 
a power struggle in Pyongyang. The 
murky situation worries officials in Seoul, 
Tokyo, Beijing and Washington, all of 
whom are eager to resolve the problem of 
the North's secret nuclear programme. 

A Radio Pyongyang commentary on 
August 27 sowed additional anxiety. It 
blasted Seoul's offer to provide a light-wa- 
ter reactor to the North in exchange for the 
latter allowing total transparency over its 
nuclear activities. The radio broadcast also 
indicated that Pyongyang would not agree 
to Seoul's involvement in negotiations with 
the United States on nuclear inspections. 

The tough new position has quickly dis- 
sipated the hopes for an early resolution of 
the nuclear issue that arose after the North 
agreed in Geneva on August 13 to freeze 
its nuclear facilities. Officials in Seoul be- 
lieve the strident tone of the Radio Pyong- 
yang broadcast could mean the start of a 
new round of confrontation. 

Officials in Beijing and Moscow appear 





Kim Jong Il: unusual 
delays. 
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to find Pyongyang's behaviour as mystify- 
ing as their South Korean counterparts do. 
Unidentified Chinese intelligence officials 
were quoted as having said that the North 
Korean party was locked in a quarrel over 
how to dispose of the body of Kim Il Sung. 
One faction wished to have him entombed, 
while another wanted him to be perma- 
nently displayed like Lenin and Mao Ze- 
dong. 

There has been no shortage of rumours 
indicating that something more serious 
than a Confucian observance of extended 
mourning is involved. One of these said 
that on the night of August 19, handbills 
denouncing Kim Jong Il were scattered 
over the diplomatic district in Pyongyang. 
However, the Pyongyang-based German 
diplomat who reportedly picked up this 
rumour and relayed it to his government 
never saw the handbills himself. 

"The report was transmitted to the 
[South] Korean Government, but officials 
in Seoul were too impatient to wait for de- 
tails and blew the story to the media," says 
a diplomatic source in Seoul. Not 
only did the incident leave the Ger- 
man Foreign Ministry embarrassed, 
it also cast a bad light over South 
Korean President Kim Young Sam, 
who jubilantly broke the news. 

Yet reactions in the North hinted 
the story may have been true, after 
all. Radio Pyongyang accused Seoul's 
agents of scattering the leaflets, and 
an August 21 commentary proph- 
esied the rise of "ambitious people 
and conspirators" in the event of fail- 
ure to resolve the matter of succes- 
sion. 

"Historical experience has 
shown," the commentary said, "that 
unless the problem of successor of a 
revolutionary leader is correctly 
solved, ambitious people and con- 
spirators may, with a breach of loy- 
alty, make a mockery of the party and 
revolution. This could have a very 
bad result, destroying the revolution 
and its foundation." 

Analysts in Seoul discount the possibi- 
lity of a naked power struggle in Pyong- 
yang so soon after the state funeral. They 
treat the commentary, plus the report of 
handbills, as possible symptoms, not clear 
evidence, of public apathy to Kim Jong Il. 

"Opposition to Kim Jong Il is nothing 
new in North Korea," says Suh Jae Jean, 
head of the North Korean Studies division 
of the National Unification Board, a gov- 
ernment agency boasting a wealth of au- 
thoritative information on the North. Nor 
is it the first such manifestation of anti-Kim 
Jong Il feeling, Suh says. Diplomats and 
defectors say they have seen graffiti ridi- 
culing Kim as a womaniser, drunkard and 
profligate who wastes money on shoddy 
revolutionary monuments. 

But the question of whether Kim Jong Il 
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Propaganda as usual amid succession anxieties. 


can take on the mantle of leadership has 
been superseded by speculation as to how 
long he will last at the top. "We have given 
him anywhere from three months to three 
years to survive," says Rhee Sang Woo, a 
professor of political science at Seoul's 
Sogang University. Rhee, a renowned ana- 
lyst of North Korean political develop- 
ments, adds: "He could even last for de- 
cades, like his father, if he manages to im- 
prove the living standards of the North 
Korean people." 

To do that, Kim Jong Il needs to shape a 
strong alliance between army leaders and 
party apparatchiks. The latter are people in 
their 40s and 50s who, like Kim, had their 
minds steeled at the elite Mangyondae 
Academy for children of revolutionaries, 
Rhee says. Like Kim Il Sung, the junior Kim 
will have to expertly balance competing 
demands from the army and party. 

So when is Kim Jong Il likely to formal- 
ise his takeover? 

After the first 100 days of mourning are 
passed, around October 18, some analysts 
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say. In a Confucian society, says Selig 
Harrison of the Carnegie Endowment in 
Washington, it is unseemly for a son to 
rush to assume the mantle of his dead fa- 
ther. Harrison believes that Kim Jong Il, 
lacking his father's charisma, will have to 
close deals with the party and army to 
come up with a new power-sharing 
scheme that will keep him at the top of the 
new leadership structure. 

Other analysts think the formal takeover 
could come slightly sooner — on the Sep- 
tember 9 anniversary of the founding of 
the Pyongyang government, or the Octo- 
ber 10 birthday of the Korean Workers' 
Party. But whatever Kim Jong Il's choice of 
date, given the grim reality of life in the 
North, he has no choice at all but to imple- 
ment economic reforms to avoid disaster. ш 
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CHINA 


Commerce 
Kowtow 


Human-rights concerns 
lost in rush of U.S. deals 


By Lincoln Kaye in Beijing 

s far as United States Commerce 
A Ron Brown was con- 
cerned, his week-long visit to China 
with an Air Force jet full of corporate brass 
was "profoundly important" and a "his- 
toric juncture" in Sino-American relations. 
He is the first U.S. cabinet secretary to come 
calling since May, when the Clinton ad- 
ministration overtly delinked Beijing's hu- 
man-rights performance from its most-fa- 
voured-nation (MFN) trading status. 

Chinese authorities, however, treated 
the visit as routine. They dished up what 
has by now become the usual treatment 
for visiting dignitaries from recession-hit 
industrial powers like Germany, France 
and Japan: a smattering of deals signed, a 
flurry of procedural agreements, a copious 
share of banquets and tourism and a lot of 
speeches about "cooperation" and "mutual 
benefit." 

Brown posed for the mandatory photo 
opportunity with Premier Li Peng, author 
of the 1989 Beijing massacre, as well as 
President Jiang Zemin, to whom he deli- 
vered a letter from Clinton. Most of his 
meetings, however, were with his oppo- 
site number, Trade Minister Wu Yi, who 
warned of retaliation for U.S. textile duties 
and a repeal of already-conceded trade 
liberalisations if the U.S. continues to “ob- 
struct” China’s entry into Gatt by year- 
end. 

Beijing also took pains to remind the 
Americans who had the whip hand. On 
the eve of Brown’s arrival, Chinese authori- 
ties grabbed 1989 student leader Wang 
Dan and held him without charge for 12 
hours; he was sent home with a warning 
not to complain about his treatment. 

That was just the latest in a string of 
human-rights abuses since the MFN climb- 
down in May. Since then, Chinese authori- 
ties have: 

»> Instigated fellow-prisoners to repeat- 
edly beat Qin Yongmin, an advocate of 
non-violent reform, in a Wuhan labour 
camp. He has been denied medical care, 
despite bleeding intermittently for months. 
Qin's testicles have permanently atrophied, 
according to a petition submitted by his 
wife to China's legislature. 

> Placed under virtual house arrest Chen 
Ziming, alleged "black hand" of the 1989 
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pro-democracy protests, ever since his re- 
lease from jail as a pre-MFN sop to U.S. sen- 
timent. 

»> Tried 14 alleged "counter-revolutiona- 
ries," the biggest single batch of dissidents 
to reach Chinese courts since the crack- 
down immediately after the Tiananmen 
incident. 

P» Rounded up nearly two dozen assorted 
Christians and labour leaders. 

№ Jailed nearly a score of Tibetans, includ- 
ing nine Buddhist monks, in a crackdown 
surrounding the birthday of the Dalai 
Lama, Tibet’s exiled god-king. 

Just to round out the list, Human Rights 
Watch Asia filed a detailed report with a 
transplant-surgery conference in Japan al- 
leging that China routinely mines the ca- 
davers of executed criminals for transplant- 
able organs. 

In contrast to previous U.S. missions, 
which enquired about published lists nam- 
ing hundreds of detainees, the new post- 
MEN approach seems to be discreet remon- 
strances in closed-door “mutual engage- 
ment” sessions. Brown 
did say, however, that a 
U.S.-China dialogue on 
human rights, stalled 
since early this year, 
would resume in Sep- 
tember. 

In the long run, a sen- 
ior U.S. official insisted, 
U.S. corporate involve- 
ment will promote the 
rise of a middle class in 
China, which in turn will 
raise human-rights 
standards. So U.S. com- 
panies could avoid prob- 
lems such as labour- 
rights violations in the 
meantime, the U.S. ad- 
ministration promised to 
frame a voluntary code 
of conduct. 

But now, according to a senior official 
in Brown’s retinue, the White House is con- 
sidering framing a worldwide, rather than 
China-specific, code. That could dilute it so 
far as to make it meaningless, a Chinese 
labour activist fears. Exactly the point, re- 
joins a Western salesman of defence elec- 
tronics: "We're here to make a buck, not to 
save the world." 

Bucks come first, Brown left no doubt 
at an American Chamber of Commerce 
(AmCham) breakfast. Brown assured 
AmCham members that the administration 
would no longer let politics put them at a 
disadvantage to foreign competitors in 
China. Not content with a "level playing 
field," Brown said he wanted to "tilt the 
field" in favour of American business. Spe- 
cifically, that could mean a revival of low- 
cost credits to help U.S. firms compete with 
European and Japanese bidders in China, 
as well as support for U.S. firms prospect- 
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Brown with Wu Yi in Beijing: commercial diplomacy. 


ing for business in China. 


But Brown denied that the U.S. was | 
considering an early end to the sanctions | 


levelled against Beijing after the Tianan- 
men Square crackdown. These include a 
ban on military sales, some kinds of trade 


development assistance and government | 
insurance guarantees for U.S. firms in | 


China. 


Most of Brown's talks with Chinese of- | 
. China's clout in colony 


ficials were devoted to trade issues: intel- 
lectual-property protection, market access, 
textile quotas and trans-shipments. The 
Chinese, for their part, wanted to talk 
about U.S. anti-dumping measures and 
Washington's opposition to Beijing's acces- 
sion to Gatt on a "developing country" ba- 
sis. 

By the time Brown left Beijing for 
Shanghai, he said U.S. companies had 
signed deals worth nearly US$5 billion, in- 
cluding US$2 billion with direct U.S. con- 








HONG KONG 


Board 
Game 


Local polls will test 





| By Louise do Rosario in Hong Kong 





| ith issues like rubbish collection 
and bus routes at stake, Hong 


tent. Among those were US$143 million of | 


electrical equipment from Westinghouse 
for a Jiangsu power plant and US$20 mil- 





lion of automation equipment from Pitney 
Bowes for Chinese post offices. Tandem 
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Kong's district-board elections 
would hardly seem fodder for international 
drama. But with 1997 looming, even this 
mundane exercise in community govern- 
ment has taken on weighty political over- 
tones. 

The September 18 elections are the first 
to be held under new, more democratic 
rules that have been denounced by Beijing 
as a British plot to complicate Hong Kong's 
impending handover. At the same time, 
however, China is encouraging pro-Beijing 
candidates to take part. That will make the 
polls both a test of the democratic reforms 
and a gauge of China's clout in the colony. 

District-board elections are held every 
four years, so these will be the last before 


| Hong Kong reverts to Chinese sovereignty 


on July 1, 1997. For local political parties, 
the polls are an important rehearsal for a 
bigger test — the colony’s final Legislative 
Council (Legco) elections in 1995. 

District boards advise the government 
on issues such as sanitation, public trans- 
port and cultural activities. In the past, elec- 


| tions have been virtual non-events. One 





Computer signed an agency agreement | 
| will send 10 of their number to the 1995 


with Great Wall Industries, while IBM went 
halves in a US$9 million venture with Chi- 
na's Ji Tong Communications, targeting the 


data transmission needs of China's | 


telecoms, money-transfer and customs net- 
works. 


Other U.S. companies signed various | 


expressions of intent, but the big-ticket 





deals looked far from firm. The U.S. En- | 


ergy Corp. signed a memorandum of un- 
derstanding with Hong Kong's Lippo 
group for a power plant in China valued at 
US$1 billion. Wing Group said it signed an 
investment accord for a USS2 billion power 
plant which will have 70% U.S. content. 
"We'll see how much of this ever mate- 
rialises,” commented a European trade 
diplomat, recalling the non-fruition of simi- 
larly starry agreements signed on his own 
trade minister's China tour. E 
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| third of board members were appointed 
| by the government, while conservative 
. electoral rules helped many others return 


unopposed. 
This year, all 346 board members will 
be elected by popular vote. They, in turn, 


Legco, a change that gives a major boost to 
the district boards' political standing. 
Meanwhile, the voting age has been low- 
ered to 18 from 21 to widen participation. 
The new rules, along with even more 
liberal ones for the Legco voting, were in- 
troduced by Governor Chris Patten. They 
take Hong Kong’s 2.5 million voters a small 
step down the road to democracy — at 
least until 1997. When Patten refused to 
withdraw the reforms, China vowed to dis- 
mantle the district boards and the other 
two tiers of Hong Kong's elected govern- 
ment as soon as it takes over the colony. 
On a seemingly contradictory tack, 
though, China is encouraging "patriotic" 
citizens to take part in the election. The 
main pro-Beijing party, the Democratic Al- 
liance for the Betterment of Hong Kong 
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“The postman didn’t ring twice?" “Usually 


there is no love lost between banks and the postal service, right?” 


asks Gerald Richard, Asset Management, UBS. “Well, not long ago 
a major European post bank asked us to launch a mutual fund for 
them in Luxembourg. They didn’t have to think twice about our 
qualifications: we’re a leader in asset management worldwide, the 


number one Swiss bank, and our AAA rating is a pretty nice support.’ 


Beyond the usual. of Switzerland 


NEW YORK, LONDON, PARIS, FRANKFURT, ZURICH, GENEVA, SINGAPORE, HONG KONG, TOKYO 





REGULON AL 


(DAB), is putting up 83 candi- 
dates, the second-largest 
number after the colony’s lead- 
ing party, the United Demo- 
crats of Hong Kong. 

"It's a pragmatic decision,” 
says Lau Siu-kai, a Hong 
Kong-affairs adviser to China's 
State Council. "China under- 
stands that by asking its sup- 
porters to take part, it will pro- 
vide some legitimacy to Pat- 
ten's reform package. But if it 
doesn't, it will not be able to 
influence the course of events." 

This explains why even Bei- 
jing’s mouthpiece newspaper 
Wen Wei Po, which used to devote two or 
three pages daily to attacking Patten’s elec- 
toral reforms, endorses the election. “If we 
sit idle and fold up our hands and just 
watch, we will find it is too late when we 
are heading for the real battle after 1997,” 
the paper said. 

For Britain, too, much is at stake. “Pat- 
ten needs a high voter-turnout rate to 
show that Hong Kong people support his 
reform,” says China adviser Lau. Adds 
Cheng Kai-nam, secretary-general of the 
DAB: “Government officials have been 
more concerned than we are about how 
the campaigns are proceeding. Patten 
wants to put up a good performance be- 
fore Britain’s withdrawal from Hong 
Kong.” 

Though Britain resisted kow-towing to 
China over electoral reform, it is now mak- 
ing sure the election will not unnecessarily 
offend Hong Kong’s future rulers. The 
government invoked a rarely used resi- 


Pro-democracy moves: not this time around. 


dency rule to bar the candidature of Lau 
San-ching, a pro-democracy activist who 
spent a decade in Chinese prisons. 

Even without Lau, a record 757 candi- 
dates will compete for the 346 district 
board seats. They include the presenter of 
a popular TV talk show, the wife of a top 
anti-corruption official who was recently 
fired under disputed circumstances, and an 
Italian long-time resident who speaks flu- 
ent Cantonese. 

Half of the candidates are affiliated to 
Hong Kong's seven political parties, fore- 
shadowing a highly politicised district 
board membership. The key battle will be 
between the two largest parties, the United 
Democrats and the pro-China DAB. 

The vote will be the first major electoral 
test for the United Democrats since its 
landslide victory in the 1991 Legco elec- 
tion. Then, riding a wave of support in the 
aftermath of China’s June 1989 crackdown 
on the pro-democracy movement, the anti- 


The Seeds of Democracy 


District boards, Hong Kong’s first foray 
into democratic government, may owe 
their origins to a landmark 1979 meeting 
between then Hong Kong Governor Sir 
Murray Maclehose and Chinese leader 
Deng Xiaoping. 

It was during that rare meeting, ac- 
cording to diplomatic accounts 
published more than a decade 
later, that Deng made clear that 
China intended to take back 
Hong Kong one day. The British 
colonial governor, concerned that 
Deng's message would panic 
Hong Kong, kept it secret. He re- 
lated only the good news that 
Deng had counselled investors to 
“put their hearts at ease." 

Two years later, Sir Murray 
announced the creation of district 
boards to help administer Hong 
Kong at the community level. 


Though the step was modest, it repre- 
sented a significant departure from more 
than a century of paternalistic British 
rule. Helped by hindsight, some analysts 
now suggest that London might have in- 
troduced the first sliver of self-govern- 
ment to brace its colony for an eventual 


District Board Elections 
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by candidates 
Supported by 
political groups 


EE 501 | 1502090) | 237 | 15 (6.3%) | 
1988 
LUN 473 | 206 (436%) | 274 | 194 (48.9%) | 
ШИ 757 | 409 (53%) | 346 | Election: Sept. 18 | 


Source: The Other Hong Kong Report & Review Data 






Beijing party won almost all of 
the Legco seats open for direct 
election. Now, public senti- 
ment has shifted, as memories 
of Tiananmen Square begin to 
fade in the light of vigorous 
business ties with China. The 
party is nonetheless fielding 
123 candidates. “It needs to 
show it has strong mass sup- 
port to bargain more effec- 
tively with China in future,” . 
says Beijing adviser Lau. 

The United Democrats’ fo- 
cus on big issues such as de- 
mocracy and human rights 
may be a weakness in the dis- 
trict board elections, says Michael De- 
Golyer, director of Hong Kong’s Transition 
Projects at the Baptist College. Voters in 
local races are practical-minded and “ex- 
pect district board members to do some- 
thing for their district, to get things done,” 
he says. 

For the DAB, which was formed in 1991, 
the election is a test of how acceptable a 
pro-China label is to voters in Hong Kong. 
Party chief Cheng, who was defeated in the 
1991 Legco election, is confident that his 
party will not be humiliated again. “We 
have a good track record of actually getting 
things done for local communities,” he says. 

Perversely, a DAB victory could be the 
best prescription for the survival of a de- 
gree of democracy, analysts say. If the pro- 
China party wins by a big margin, Beijing 
could feel less threatened by the reforms, 
and Hong Kong would have a better 
chance to continue holding competitive 
elections after 1997. є 
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Chinese takeover. 


The influence of the district boards 
has swelled since the first election, in 
1982. Although they are mere advisory 
bodies, the boards are effective pressure 
groups. "They have become quite influ- 
ential in local matters such as education 
and housing, says Norman Miners, 
reader in politics at the University of 
Hong Kong. 

The importance of district 
boards is not lost on Hong 
Kong's major political parties. 
"Such an election provides a 
good training ground for politi- 
cians and helps strengthen grass- 
roots organisations," says Lau 
Siu-kai, an adviser to China. 

As such, they can allow par- 
ties to build up momentum for 
the subsequent Legislative Coun- 
cil elections, where the stakes are 
higher. That's why even China 
needs to take part, Lau says. 

п Louise do Rosario 
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Nuclear Gambit 


Sharif's bombshell highlights attempt to unseat Bhutto 


By Ahmed Rashid in Lahore 
pposition leader Nawaz 
Sharif must have known his 
declaration that Pakistan has 
a nuclear bomb would draw an in- 
ternational reaction. But, perhaps 
because Pakistan's possession of nu- 
clear weapons is taken as a given 
within the country, he may not have 
anticipated the extent of the furore 
his assertion sparked. 

Pakistan's Foreign Ministry has 
been flooded with ambassadors de- 
manding an explanation. Diplomatic 
sources say the most serious reper- 
cussions for Pakistan could be on the ap- 
proximately US$3 billion in aid the coun- 
try receives each year. Already, Pakistan's 
biggest donor, Japan, has demanded im- 
mediate clarification, and donors such as 
Germany and the Scandinavian countries 
are also reportedly furious. 

Sharif's main aim was to embarrass the 
government of Prime Minister Benazir 
Bhutto and grab international attention on 
the eve of what he hopes will be a mass 
campaign to try to topple her from power. 
But some observers argue that the opposi- 
tion leader had other motives. 

“The military wanted to send a mes- 
sage to India and they used the politicians 
to do it. It’s happened before," said a sea- 
soned diplomat. Indo-Pakistan tensions 
have been high for months, and recently 
the two sides have engaged in heavy artil- 
lery duels on the disputed Line of Control 
in Kashmir. Moreover, the Pakistani mili- 
tary was infuriated by a recent warning 
from India's prime minister, P. V. Nara- 
sima Rao, that India might annex Pakistani 
Kashmir if Islamabad continued helping 
Kashmiri militants. 

There is little doubt, however, that 
Sharif was principally concerned with the 
domestic impact his statement would 
cause. Indeed, in some respects the 
firestorm provoked by his remark is a di- 
version from a confrontation between him 
and Bhutto that again threatens to plunge 
the country into political chaos. As in the 
past, the survival of Bhutto's government 
will depend less on her majority in parlia- 
ment or her political abilities, than on how 
firmly the army continues to stand by her. 

Sharif launched his latest attack in mid- 
August. He announced that his Pakistan 
Muslim League and political allies would 
make "a long march" by train from Kara- 
chi to Peshawar unless Bhutto and Presi- 
dent Farooq Leghari resigned by Septem- 
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Sharif: embarrass by any means. 


ber 11. "We will push the government into 
the sea," Sharif declared. 

Continued rule by Bhutto's Pakistan 
Peoples Party (PPP), he claims, is "fraught 
with serious consequences for democracy, 
national security and the economy." Bhutto 
has thrown the national-security jibe back 
in his face. Sharif's assertion that the coun- 
try possesses a nuclear bomb, she said, was 
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^a highly irresponsible statement which we 
categorically contradict." 

Sharif retorted that Bhutto was about to 
sell out Pakistan's nuclear programme be- 
cause of pressure from Washington. "What 
ever I said was a well thought out state- 
ment," he said. “By coming on the record, 
I have not only pre-empted the Indian ag- 
gression against Azad [Pakistani held] 
Kashmir and the government's planned 
rollback of the nuclear programme, but 
made it clear to the international commu- 
nity that Pakistan should be treated at par 
with India." 

Nevertheless, Sharif's decision to let the 
nuclear cat out of the bag smacked of des- 
peration to some observers. That he is re- 
sorting to such tactics, they say, is due to 
the growing intensity of the government's 
campaign to whittle down his political and 
financial base. (This is exactly the approach 
Sharif used against Bhutto when he was 
prime minister, from 1990-93.) 

Sharifs huge industrial empire, which 
he expanded while he was chief minister 
of Punjab and prime minister, is under 
siege by the authorities for alleged non- 
payment of taxes and other irregularities. 
Several court cases brought against Sharif 
by the government are also pending. Even 
his personal helicopter has been grounded. 
“There will be no [mass protest] move- 
ment," Bhutto said. “Не is just trying to 
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save his empire. He has been indulging in 
corrupt practices and is now trying to block 
inquiries against him.” 

Press leaks have suggested Sharif may 
be arrested. His brother, Shabaz Sharif, has 
been in London for the past month, alleg- 
edly for medical reasons; many speculate, 
however, that the real reason is to avoid 
possible arrest. Several of Sharif’s close 
aides, including retired Brigadier Imtiaz, 
the head of the civilian Intelligence Bureau 
during Sharif's premiership, have already 
been detained. The government 
is trying to turn Imtiaz into a 
state witness against Sharif. In 
apparent pursuit of other pos- 
sible witnesses, it is also inves- 
tigating several leading busi- 
nessmen, some of whom have 
no apparent connection to the 
opposition leader (see accompa- 
nying story). 

The government is using 
every tactic in its arsenal to 
break the Muslim League. Op- 
position MPs were especially 
outraged when Bhutto ap- 
pointed 20 new judges, 13 of 
them members of the РРР. This 
was seen as an attempt to pack 
the courts with sympathetic 
judges in anticipation of the day when cor- 
ruption cases against Sharif and members 
of his party come up for trial. Bhutto, 
meanwhile, is unrepentant. “We are just 
going by the book,” a close aide says. “This 
is nothing compared to what Sharif in- 
flicted upon the PPP when he was in 
power.” 

Sharifs attempt to foment a protest 
movement against the government picked 
up pace on August 5, when most opposi- 
tion MPs in the National Assembly quit 
their memberships of various standing 
committees. Sharif said all Muslim League 
MPs would resign from the assembly if the 
government didn’t comply with his de- 
mands. Meanwhile, debates have become 
even more rowdy, violent and abusive 
than usual. 

Amid this turmoil, the government is 
threatening to introduce draconian press 
laws to restrict criticism of political person- 
alities. The proposed legislation has been 
widely condemned by the press. “The in- 
tention of the proposed laws is to set back 
the 32 years of progress the press has 
achieved since the 1950s,” says Hameed 
Haroon, the secretary-general of the Paki- 
stan Newspapers Organisation and deputy 
chief executive of Dawn, the country’s larg- 
est English-language daily. 

“They include a fundamental change 
from the presumption of innocence to a 
presumption of guilt on the part of accused 
newspapers,” Haroon adds. Bhutto, 
Haroon and others note, remains extremely 
sensitive to the recent spate of press criti- 
cism against her government. 


Press commentators and other observ- 
ers do not, however, expect Sharif's agita- 
tion campaign to succeed. The public ap- 
pears unwilling to take to the streets in 
support of him, and there is widespread 
cynicism about both leaders; their feud has 
blocked economic and social development 
and regularly paralyses the democratic 
process. Moreover, the opposition is riven 
with factionalism, with doves demanding 
that Sharif take a softer line to avert mili- 
tary intervention and hawks demanding 
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Karachi’s peacekeepers: no desire to intervene — yet. 


Innocent 
Bystander 


When cars first appeared on the roads 
of British India at the beginning of the 
century, the small Parsee community in 
Karachi took the lead in importing 
them. Since then, three generations of 
Darius Kandawalla’s family have been 
leaders in the motor business. The har- 
assment Kandawalla has recently re- 
ceived from the Bhutto government, 
however, may yet force the Kanda- 
wallas to give up their traditional occu- 
pation. 

The Parsee businessman’s treatment, 
diplomats and other observers say, in- 
dicates the lengths to which the govern- 
ment is willing to go to find witnesses 
who can testify to alleged corruption by 
Nawaz Sharif during his 1990-93 pre- 
miership. Kandawalla is yet another 
casualty of the feud between Prime 
Minister Benazir Bhutto and Sharif, now 
opposition leader. 

Kandawalla was first arrested on De- 
cember 9, 1993, blindfolded, denied 
sleep and harshly interrogated. The 
Federal Investigative Authority (FIA) ac- 
cused him of involvement in the so- 
called Yellow Cab scheme, in which 
commissions on car sales were allegedly 
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an even tougher line. There seems to be no 
guarantee that Sharif could carry his entire 
party with him if he asked its MPs to re- 
sign their assembly seats. 

The government has also made inroads 
into the Muslim League and Sharif's coali- 
tion partners, the Awami National Party 
(ANP). Three MPs from the League and one 
from the ANP have defected to the PPP in 
recent weeks, leaving the League with only 
12 MPs out of a total of 83. Several Muslim 
League members of the National Assem- 

bly have received development 
© ‘= funds for their constituencies 
from the government — a sign 
that they are being wooed or 
already support the PPP. 

The army has so far showed 
no signs of wanting to inter- 
vene, nor has it tried to under- 
mine the government. But it is 
becoming increasingly fed up 
with all political groups. It 
makes no bones about the fact 
that it would prefer to change 
the present parliamentary form 
of government to a presidential 
one. No such change would be 
possible without direct army 
intervention. E 
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siphoned off for Sharif's benefit. 
Kandawalla vehemently denied the 
charges and was given bail two weeks 
after his arrest. 

In May, the case was thrown out by 
the Sind High Court because the FIA 
couldn't produce evidence against him. 
The court accused the agency of “un- 
due harassment and an abuse of the 
process of court." 

That didn't stop the FIA, however. It 
rearrested Kandawalla on June 18 and 
held him for seven days without charge. 
Kandawalla says the FIA asked him a 
second time to become a state witness 
against Sharif, threatening violence if he 
refused. His release was further delayed 
when the judge scheduled to grant his 
bail went into hiding. When bail finally 
was granted on June 29, Kandawalla 
was promptly rearrested on another 
charge; he was again released on bail 
on July 9. 

The Pakistan Human Rights Com- 
mission and international human-rights 
bodies have accused the government of 
political harassment of Kandawalla. The 
minority Parsee community, mean- 
while, has been left feeling particularly 
threatened by the targeting of one of its 
most prominent members. “Parsees are 
just more vulnerable because they don't 
have connections in high places," says 
Ardeshir Cowasjee, a Parsee columnist 
and businessman. m Ahmed Rashid 
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On the following pages you will find some extremely taxing questions. Get them all right and you will WIN our eternal admiration. 
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Marriage of Convenience 


Ramos and LDP opponents forge a political coalition 





By Rigoberto Tiglao in Manila 
T he language of Philippine politics 





can be colourful, to say the least. 

When President Fidel Ramos an- 
nounced on August 26 that his party and 
its erstwhile opponents would form a coa- 
lition, he described it as “not a temporary 
union of inexperienced virgins.” The hard- 
hitting Daily Globe newspaper took the 
figurative ball and ran. The new alliance, it 
declared in an editorial, was “a get-to- 
gether of aging tarts and incompetent har- 
lots to make a coalition of whores.” 

Verbal excesses aside, both Ramos and 
the Globe were talking about what could 
become the most powerful political group 
in the Philippines. It will team Ramos’ 
Lakas-National Union of Christian Demo- 
crats (Lakas-NUCD) with the Laban ng 
Demokratikong Pilipino (LDP). 

By undertaking this marriage of con- 
venience, Ramos has co-opted the cause of 
his biggest headaches in two years of 
power. Much of the legislation he believed 
was needed urgently has been delayed or 
blocked in the 23-man Senate, which the 
LDP controls with its 17 members. 

The Globe's ungentle language was 
prompted by a belief that the LDP's mo- 
tives amount to nothing more than some 
senators' desire to be re-elected at little cost 
in next year's polls. Indeed, the common 
legislative programme which the LDP and 
Lakas agreed to adopt appeared to be an 
afterthought. The priority of the coalition 
was fielding a common slate, divided 
equally between the two parties, for the 12 
Senate seats that must be contested in 1995. 

Such a slate would be a boon for the 
four LDP senators who must run in the elec- 
tions. Under a transitional feature of the 
1992 polls, the 12 top senatorial vote-get- 
ters were allowed a six-year term; the next 
12 will have only three years in office. The 
irony is that the four LDP members who 
must run — Gloria Macapagal Arroyo, 
Raul Roco, Rodolfo Biazon and Francisco 
Tatad — are perceived to be among the 
most principled of senators. But none is be- 
lieved to have a war chest deep enough for 
a national campaign that could cost each of 
them around P400 million (US$15 million). 

Indeed, a week before the coalition was 
formalised, Sen. Raul Roco said in an inter- 
view that joining it would be a “pragmatic 
decision" for his party, based on “whether 
it's worth all the trouble and expense if the 
LDP chose to go it alone." Roco was refer- 
ring to fears that government machinery 
would be used to ensure the victory of 


24 





Lakas-NUCD candidates. Indeed, Ramos 
has had to resist pressure from his party 
mates and original supporters — many of 
whom could hope to win only through 
deployment of the administration's re- 
sources — not to agree to the coalition. 

A fifth LDP slot is expected to be filled 
by former Chief Justice Marcelo Fernan. 
Defeated in the 1992 elections, in which he 
was the LDP’s vice-presidential candidate, 
Fernan remains one of the party's pillars, 
and is much respected by the upper 
classes. The sixth slot, sources said, would 
be offered to Rep. Hernando Perez as an 
incentive to get him to acquiesce to the coa- 
lition. Perez has been one of the most vo- 
ciferous critics of the Ramos administra- 
tion in the House of Representatives. 

If the LDP's six candidates win, the party 
will retain a comfortable majority in the 
Senate. As for Senate president Angara, 
head of the LDP, the alliance allows him to 
lobby Ramos to anoint him as successor in 
the presidential elections in 1998. 

For Ramos, the coalition assures him 
the LDrP's, and therefore the Senate's, sup- 
port at least until next May's elections. Six 
of his candidates would also have a better 
chance of winning as part of a common 
slate. “Ву inviting the LDP into the Lakas 
corral, the president is really neutralising 
his foremost enemies, even if it means tem- 
porarily ‘abandoning’ his long-time associ- 
ates," wrote columnist Belinda Olivares- 
Cunanan. “This long-time military man is 
turning out to be the smartest politician 
around," she noted. 
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Ramos is also expected to give Lakas- 
NUCD slots to the leaders of smaller parties 
as a means of cementing their support. 
Jockeying for these are former senator 
Aquilino Pimentel of the Partido ng 
Demokratikong Pilipino (Party of Demo- 
cratic Filipinos); former senator Juan 
Ponce-Enrile, now with the Liberal 
Party; and former vice-president 
Salvador Laurel of the Nacionalista 
Party. Their inclusion as Lakas 
"guest candidates" would mean 
that the coalition would include 
most Philippine parties. The oppo- 
sition would be represented by the 
Nationalist People's Coalition, 
headed by Eduardo Cojuangco, an 
ally of former dictator Ferdinand 
Marcos, and the late strongman's 
Kilusang Bagong Lipunan party, 
which is all but moribund. 

Nonetheless, the decision to 
form the coalition was not an easy 
one for Ramos. First, it was an im- 
plicit admission that in his two 
years in power, his popularity 
hasn't risen high enough to allow 
him confidently to ask Filipinos to 
elect his Senate candidates. Second, 
especially with the expected inclu- 
sion of "guest candidates," it is a 
recognition that the Lakas-NUCD 
hasn't developed enough strength to field 
its own candidates against all takers. 

Observers have noted that the Lakas- 
NUCD's leadership has been so thin that, 
without the coalition, Ramos had few peo- 
ple he could rely on to carry the party's 
banner in the 1995 elections. (The few in- 
clude high-profile cabinet members, such 
as Justice Secretary Franklin Drilon and 
popular Health Secretary Juan Flavier, and 
movie actors and sports celebrities.) 

But it won't be all clear sailing for the 
coalition, some observers believe. "At the 
first sign that the administration is bun- 
gling things, or when the economy doesn't 
look as it seems, this coalition will fall 
apart," says an official at Manila's Malaca- 
nang presidential palace. He notes how 
quickly the LDP senators who had voted 
for the expanded value-added tax law 
turned their backs on it when faced with 
strong popular protests. (The Supreme 
Court on August 25 upheld the constitu- 
tionality of the law, clearing the way for its 
implementation on October 1.) 

The coalition also provides for common 
candidates for the district-elected House of 
Representatives' posts, as well as for local 
officials such as mayors. Priority will be 
given to incumbents. However, this could 
be an unworkable agreement. In many ar- 
eas, there is strong animosity between the 
LDP and Lakas. Because of the problems in 
getting a common slate to work at local 
level, political analysts say, the coalition 
will in practice be limited to the senatorial 
contest. Elsewhere it will be a free-for-all. m 


d4V/V13N39 TANNYW 


SEPTEMBER 8, 1994 


EH Pt © £t 
Which 

ho f£ + li А 

was the first airline to 


introduce 


an Arrivals Lounge 


гар. 





REGIONAL 


kkk سسس‎ 


MALAYSIA 





Malay College: old boys come up with a rescue plan. 


In a Class of Its Own 


‘Eton of the East’ attracts new attention 








By S. Jayasankaran in Kuala Lumpur 

n expectant hush filled the air in the 
A great hall of Malay College on the 

afternoon of July 23. The guest of 
honour was an old boy, Malaysia’s deputy 
prime minister and finance minister, Datuk 
Seri Anwar Ibrahim. It was the first time 
Anwar had returned to the college since 
his schooldays. Milling about restlessly 
was a lion's share of the country’s corpo- 
rate elite, all old boys themselves. "Every- 
body who's anybody was there,” says the 
chief executive of a listed company, an old 
boy himself. 

Among the most prominent barons of 
industry were Datuk Halim Saad, chief of 
the sprawling Renong group and one of 
the country's richest Malay tycoons; Datuk 
Effendi Norwawi, a Sarawak politician and 
banker; Datuk Yahaya Ahmad, owner of 
two listed companies and a rising corpo- 
rate czar; and Rameli Musa, executive 
deputy chairman of Sapura, a listed 
telecoms operator. 

In many ways, Anwar's political as- 
cendancy has crystallised the sense of pride 
that Malay College alumni feel about them- 
selves and their school. Indeed, it seems to 
have legitimised what is a powerful net- 
work — a recent old boys' newsletter jest- 
ingly referred to it as "the closest thing to a 
masonic lodge this country's ever known 
outside of the Chinese clans." 

The college doesn't lack for other fa- 
mous former students. Malaysia's current 
king, Tunku Jaafar Abdul Rahman, is an 
old boy, as are five federal ministers and 
two state chief ministers. The article in the 
alumni association newsletter noted 
proudly: “The Malay College Old Boys 
Association is a code with special access to 
every corner of governance in Malaysia; 
the government, the civil service, the pri- 
vate sector, academia, everywhere.” 

The resurgent pride of former Malay 
College students first attracted public no- 





tice in 1990, when Halim took over 
Renong. He attracted bright young Malay 
technocrats, including several old school 
chums. He also gave a new lease of life to 
the Malay College Old Boys Association 
(MCOBA) by paying M$5 million (US$1.9 
million) in advance rental fees in 1990 for 
Renong to house its group offices in the 
MCOBA building in Kuala Lumpur. The 
building was restored, mainly at Renong's 
expense, and a portion of the M$5 million 
was set aside for a revamped old boys' as- 
sociation secretariat. 

The recognition of the Malay College 
connection in public life is, however, a re- 
cent one. When Malayan Banking chief ex- 
ecutive Ahmad Mohamed Don was ap- 
pointed governor of the nation's central 
bank in April, the local media were quick 
to note his Malay College lineage. Says 
writer Rehman Rashid, a Malay College 
alumnus himself: "The network has always 
been there. It's only that the new person- 
alities are very high-profile.” 

In fact, the school's graduates have al- 
ways maintained a fairly high profile in 
ruling circles — Malaysia's second prime 
minister, Tun Abdul Razak Hussein, was 
an old boy. But the current crop of alumni 
are the first to be so active in big business. 
"It reflects the emergence of the Malay 
elite,” says former Federal Minister Datuk 
Shahrir Samad (Class of 65). “Whenever 
you find excellence, a [Malay College] boy 
will not be far behind." 

Set up in 1905, Malay College is located 
in Kuala Kangsar, a sleepy town northwest 
of Ipoh, the capital of Malaysia's northern 
Perak state. The school was established as 
a conscious effort by the British colonial 
authorities to transplant into tropical Asia 
the English public school, complete with 
playing fields, a headmaster, prefects and 
all the other trappings of a traditional Eng- 
lish boarding school. "It was known as the 
Eton of the East," says Ahmad Rejal Arbee 
(Class of 58), now group editor of one of 
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the largest publishing companies in Kuala 
Lumpur. 

The school was designed to train the 
brightest Malay males, and for the first 70 
years of the century it carried out the task 
conscientiously. In the early 1970s, though, 
all that changed. The school's exclusivity 
was eroded by the government's New Eco- 
nomic Policy (NEP). Introduced in 1971, the 
policy was an affirmative action pro- 
gramme aimed at bringing the Malays to 
economic parity with Malaysia's other 
races. 

The students at Malay College, how- 
ever, never felt the need to be raised up. 
They were already at the top. "We had no 
image problems because we were continu- 
ally reminded that we'd be the leaders of 
the country," says Ridzuan Halim (Class 
of 66), a lawyer and corporate adviser to , 
Koperasi Usaha Bersatu, a giant co-opera- 
tive. Rehman agrees: "Insecurity was the 
least of our problems," he says. "If any- 
thing, we were full of ourselves." 

Other residential schools sprouted un- 
der the NEP, and the college's elitism 
swiftly fell out of favour. The qualities the 
school upheld — merit, competitiveness 
and excellence — were deemed detrimen- 
tal to Malay pride; the NEP, in essence, was 
aimed at uplifting the mass of Malays ir- 
respective of things like excellence. 
“Elitism is out, ^ declared the then Educa- 
tion Minister Datuk Musa Hitam, and 
Malay College soon became just another 
Malaysian school, albeit one with a fa- 
mous past. 

By the early 1980s, it had become ap- 
parent that standards had declined. Head- 
masters came and went, and the turnover 
of teachers trebled. More shatteringly, the 
school soon lost its Sixth Form. With most 
pupils being sent overseas on government 
scholarships, it was deemed no longer nec- 
essary. Even the school buildings became 
dilapidated. 

The decline of the school has come as a 
shock to its alumni. The old boys' news- 
letter describes the neglect of Malay Col- 
lege as an "astonishing display of wrong- 
headedness." Other alumni agree. "I don't 
think the school is capable of producing 
another Anwar Ibrahim," says one 
alumnus, now a corporate chief executive. 
Still, the old boys are not taking the change 
lying down. Led by Effendi Norwawi, a 
group of them has proposed privatising the 
school, with paying students to be the 
cornerstone of its future. The government 
has apparently agreed to consider the pro- 
posal. 

The bid is supported by many alumni. 
“If it restores the school's character, why 
not?" says Shahrir, the former federal min- 
ister. 

Why all the fuss about what is, after all, 
just a school? "You never really leave the 
place,” explains Rehman. "It leaves with 
you." = 
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Institute on National Unification in Seoul. This article is adapted 
from a speech he gave in Washington at an American Enterprise 
Institute Conference on “North Korea after Kim Il Sung." 


An Offer They Can Refuse 


ore than a year since Washington 
M and Pyongyang began talking 

with each other, it remains ques- 
tionable whether they are talking about 
the same nuclear issue. Instead, it seems 
that North Korea has managed to turn its 
negotiations with the United States into a 
game. 

The U.S. talks about a "North Korean 
nuclear issue," while North Korea talks 
about an "American nuclear issue," in- 
sisting that there is no such thing as a 
"North Korean nuclear issue." The U.S. 
talks about a North Korean nuclear issue 
in the context of a suspected nuclear- 
weapons programme. But that is not how 
North Korea sees it. A "North Korean 
nuclear issue" remains a non-issue to 
North Korea because it maintains that it 
does not have a nuclear-weapons pro- 
gramme at all. 

Kim Il Sung used to say that North 
Korea had "neither the technical capabil- 
ity nor financial means, nor the intention" 
to develop a nuclear weapon. Any "Ko- 
rean nuclear issue," he asserted, was in 
fact an "American nuclear issue" involv- 
ing U.S. policies aimed at "strangling" 
North Korea by means of nuclear weap- 
ons stockpiled in the South in alliance 
with the Republic of Korea. Therefore, 
North Korea has continued to insist that 
the nuclear issue be addressed in the con- 
text of a "Korean nuclear issue" — a 
North Korean euphemism for allegedly 
hostile U.S. nuclear policies towards 
North Korea. Alas, the accuser and the 
accused have now exchanged places. 

A “package deal" approach was like- 
wise a formula introduced by North Ko- 
rea to put the two different nuclear issues 
in one basket. It is noteworthy that the 
U.S. and North Korea have each had their 
own shopping lists. Obviously, the Ameri- 
can shopping list was confined to ele- 
ments related to the "North Korean nu- 
clear issue," including demands that 
North Korea: 
> return to the nuclear Non-Proliferation 
Treaty (NPT); 
> allow full-scale, uninterrupted ad hoc 
inspections by the International Atomic 
Energy Agency (IAEA) of the declared fa- 
cilities; 
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»> accept a special IAEA inspection of the 
two undeclared sites; 

> implement the 1992 inter-Korean “Joint 
Declaration on the Denuclearisation of the 
Korean Peninsula." 

The North Korean shopping list, by 
contrast, has been confined to elements 
related to the purported "American nu- 
clear issue," consisting of demands that 
the U.S.: 
№» conclude a "peace treaty" to replace 
the 1953 armistice agreement, complete 
with a reference to withdrawal of the U.S. 
troops from South Korea; 
> normalise relations with North Korea 
on the basis of the "principles" elaborated 
in the U.S.-North Korea joint statement of 
June 11, 1993; 

P» pledge a "balanced" position on the 





6 The record 
suggests that if 
North Korea seeks 
a package deal, it 
wants to delay an 

agreement " 





issue of Korean unification; 

» provide a guarantee for North Korea's 
acquisition of light-water nuclear reactors 
to replace the graphite reactors that North 
Korea has either in operation or under 
construction. 

It looked highly doubtful that the two 
sides would ever be able to put these two 
different sets of four demands into one 
basket in the kind of package deal pro- 
posed by North Korea. In the first place, 
to do so would be tantamount to North 
Korea's asking to be rewarded for carry- 
ing out its obligations under the NPT; if 
granted, other NPT signatories might 
queue up, seeking to emulate North Ko- 
rea by imposing conditions of their own. 
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Second, those two sets of four eggs 
each were not easily traded off against 
one another. Third, if the U.S. were to re- 
spond to North Korean demands that the 
U.S. conclude a "peace treaty" and nor- 
malise ties with the North on Pyongyang's 
terms, the U.S. would be required to re- 
shape its relationship with South Korea. 
And that doesn't take into account the 
ambiguity surrounding the North Korean 
reference to Korean unification. 


approach is based on the idea that the 

two sides somehow put the two sets 
of four eggs all in one basket and come 
up with a "blanket agreement" that con- 
tains specific eggs paired for "simultane- 
ous implementation" in pre-determined 
phases. 

It must also be noted that the "pack- 
age deal," as such, is by no means an un- 
precedented strategy of North Korea. The 
history of the dialogue between the two 
Koreas abounds with cases in which 
North Korea has attempted to pursue this 
particular approach. In most cases, the 
records also show that when North Ko- 
rea pushed for a package deal, it usually 
did so to delay consummation of agree- 
ments or their implementation — not to 
speed the process up. 

The U.S. appears hopeful that North 
Korea in due course might allow the 
"package deal" to be replaced by a 
"phased deal" approach so that the two 
sides might be able to agree in pieces and 
perhaps set in motion a building-block 
process. 

My own experience in the business of 
dialogue with North Korea, however, 
does not permit me to expect to see this 
hope become reality. Instead, North Ko- 
rea seems likely to agree to some of the 
pieces and then have them held in 
abeyance when it comes to their execu- 
tion, linking them to other pieces in the 
larger context of a "package deal" ap- 
proach. 

In that case, North Korea may wind 
up winning as much time as it feels nec- 
essary for its own purposes, whatever 
these might be, without losing any pieces 
— and without being punished for it. m 


| t is noteworthy that this “package deal” 
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Apec meeting, Clinton visit will turn spotlight on Jakarta 











By Nigel Holloway in Washington - 





media attention in mid-November than 

it has ever had before. First, President 
Suharto will host regional leaders at a sum- 
mit of the 18-member Asia-Pacific Eco- 
nomic Cooperation (Apec) forum. Follow- 
ing that, President Bill Clinton of the 
United States will arrive on a state visit. 
With the spotlight turned on it, Indonesia 
will no longer be among the world's “most 
underestimated countries" — to use Clin- 
ton's phrase. The question is, will it be per- 
ceived in a good light or a bad one? 

To Michael Claes, executive vice-presi- 
dent of public-relations firm Burson- 
Marsteller, which counts Jakarta among its 
major clients, the media interest will pro- 
vide the Indonesian Government with "an 
important opportunity" to showcase its 
achievements. But where Claes sees oppor- 
tunity, Mike Jendrzejczyk of Human Rights 
Watch Asia sees a public-relations "mine- 
field" that Jakarta will need to traverse 
very carefully to safeguard its reputation. 

Indonesia has quite a few accomplish- 
ments to advertise, among them rapid eco- 
nomic development, a successful birth-con- 
trol programme and the attainment of food 
self-sufficiency. But it also has attributes it 
may be less keen to show off, notably the 
authoritarian nature of its rule over an- 
nexed East Timor, signs of labour unrest 
and a press that has been seriously shack- 
led. Diplomats, government officials and 
public-relations consultants in Washington 
agree that the impression Indonesia con- 
veys to the world will largely depend on 
how its government manages the show in 
November. 

The government is trying to ensure that 
outside the meetings, reporters see its suc- 
cesses as well as its failures. The series of 
get-togethers in Jakarta and nearby Bogor, 
due to take place from November 12 to 16, 
is expected to produce few good television 
images — and even less hard news. "I was 
at the Apec meeting in Seattle last year and 
there was enough to occupy 10 journalists," 
says an American adviser to Indonesia. But 
Suharto and Clinton, in particular, will 
have to tread carefully — an Indonesian 
official in Washington says that of the 2,500 
journalists expected at the meetings, about 
1,200 will be from the U.S. 

"The Indonesian Government realises 
that it's a mixed story," says a public-rela- 
tions adviser. "The legitimate aspiration is 
that there should be some balance in re- 
porting." Few restrictions will be placed on 
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visiting journalists, and an array of special 
trips will be laid on for them, says the In- 
donesian official. A major American com- 
pany is expected to take reporters around 
a shoe factory in Jakarta. Also on their 
route may be a Coca-Cola bottling plant in 
which employees own shares; the naval 
dockyard in Surabaya; perhaps even 
Freeport Indonesia's spectacular gold mine 
in Irian Jaya. 

And then there’s East Timor. “It will be 
included among the trips,” says the offi- 
cial. Most Americans know very little 
about Indonesia, and whenever U.S. atten- 
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Blot on Jakarta: protest for press freedom. 


tion turns on the country "it is almost al- 
ways in a negative sense," says a State De- 
partment official. Tourism doesn't seem to 
help much. "People who go to Bali don't 
know that it's part of Indonesia," says the 
public-relations adviser. “They think it's in 
Hawaii or Tahiti." 

The Apec summit might at least put the 
country on the right part of the map. But 
the Jakarta government's media objective 
is a little more ambitious than that. "It 
wants to show that it is an effective and 
cooperative player in international affairs," 
says the adviser. 

On that score, Indonesia appears to be 
having mixed success in Washington. A 
year ago, notes the State Department offi- 
cial, there was real concern among Indone- 
sians that bilateral relations were going 
downhill fast. The U.S. Trade Representa- 
tive had ordered a review of Indonesia's 
status under the generalised system of 
preferences (GSP) in order to investigate al- 
leged abuses of workers' rights, and Wash- 
ington refused to allow the transfer of some 
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old F5E jets from Jordan to Indonesia. 

Following the massacre of demonstra- 
tors in Dili, East Timor, in late 1991, the 
U.S. stopped aid to Indonesia for its mili- 
tary education and training programme. At 
the same time, a group of senators pushed 
to restrict military sales to the country. The 
State Department official believes that rela- 
tions have "turned around" since then, but 
it might be more accurate to say that they 
have stabilised. The review of GSP privi- 
leges has been prolonged, not rescinded. 
Congress introduced some fairly tough 
wording on Indonesia into the Foreign Op- 
erations Appropriations Bill in July, al- 
though it wasn't as hardline as some sena- 
tors such as Patrick Leahy might have 
liked. The bill continues the ban on aid- 
backed military training, but allows Indo- 
nesia to continue to buy military training. 

Congress has also codified an adminis- 
tration ruling that banned the sale of small 
arms and crowd-control 
equipment to Jakarta “pend- 
ing significant progress 
made on human rights in 
East Timor and elsewhere in 
Indonesia." At the summit 
meetings, Clinton will have 
to walk a fine line between 
those in the U.S. who are 
urging him to pay more at- 
tention to economic ties and 
those who believe Indonesia 
should be kept in the dock 
over its alleged abuses of 
human rights. Before the 
Group of Seven summit 
meeting in Tokyo last year, 
40 senators wrote to Clinton 
asking him to raise the issue 
of East Timor with his coun- 
terparts in the industrialised 
world. And he can expect 
more such pressure before his Jakarta trip. 

"Clinton has gone way back on human 
rights in Indonesia; it's really been 
downplayed,” says a specialist in the field. 
The main reason for this, he says, is the 
relative importance being given to com- 
mercial ties between the two countries, 
similar to what has occurred in relations 
with China. Along with China, South Ko- 
rea and India, Indonesia was identified in 
January as a "big emerging market" for the 
U.S. by Jeffrey Garten, the Undersecretary 
for Commerce. 

Strengthened by Clinton's decision in 
May to "delink" trade and human rights in 
China, Indonesia's friends, led by U.S. 
firms in the country, have rallied to its 
cause. "We have a basic concern that good 
relations with Indonesia are essential to 
maintain good flows of investment and 
trade between the U.S. and Southeast 
Asia," says an American business adviser. 
"Competition is tough enough," this ad- 
viser says, without barriers such as human- 
rights issues thrown in the way. m 
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But Parliament is becoming more animated 





By John McBeth in Jakarta 


hen the loan scandal at Bapindo 
W s Indonesian Development 

Bank) broke earlier this year, the 
initial disclosure came from an unusual 
quarter: Indonesia's so-called rubber-stamp 
parliament. The house was also the venue 
for unexpectedly strong criticism of the 
government's policies 
in East Timor. And it 
was in Parliament that 
strong efforts were 
made to get to the bot- 
tom of Jakarta's con- 
troversial purchase of 
warships of the former 
East German navy. 

Yet only the brave 
would suggest that 
such developments 
herald a sea change in 
the role of the 500-seat 
legislature. The gov- 
ernment's recent closure of 
three weekly magazines indi- 
cates that it's prepared to tol- 
erate only so much public de- 
bate. Indeed, just how much 
Parliament and its four po- 
litical factions can say and do 
ultimately depends on Presi- 
dent Suharto and his inter- 
pretation of the concept known as keter- 
bukaan, or openness. 

The ruling Golkar party is by far Parlia- 
ment’s biggest faction, with 282 elected 
representatives. It is followed by the Indo- 
nesian Armed Forces, with 100 appointees. 
The two opposition parties, the Muslim- 
dominated United Development Party 
(PPP) and the Indonesian Democratic Party 
(PD), made significant gains during the 
1992 elections, winning 62 and 56 seats, re- 
spectively, and capturing 22% of the vote. 

But while the parliament is often judged 
as a cosmetic sop to democratic ideas, even 
opposition MPs feel it is a lot more than 
that. “I don't agree it is just a rubber 
stamp," says deputy PDI faction leader B. 
N. Marbun. "It's simply not true that the 
government dictates to us on legislation. 
Quite often, laws are changed by as much 
as 60-70% from when they first come to 
us." 

Indeed, Marbun and other MPs tell of 
heated debates dragging on for 14-15 hours 
a day on some legislation, even if much of 
the discussion goes on behind closed doors 
to preserve appearances of harmony. As 
former Golkar representative Marzuki 
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Darusman explains it: "In a way, it's an 
institution that absorbs all different inter- 
ests and then comes up with a formula or a 
stance to break any impasse." 

Golkar's Oka Mahendra says changes 
in Parliament's role can only reflect 
changes taking place in the political sys- 
tem as a whole. "The important thing for a 
democracy is not so much the product it- 
self [the legislation], but the process 
that led to the creation of the pro- 
duct,” he adds. Outside Parliament, 
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Parliamentarians Sri Bintang and (inset) Marbun: there are limits. 


MPs still serve a valuable function as con- 
duits for public grievances, mostly on land 
issues. 

In 1967, when Suharto was inaugurated 
as president, Parliament had 360 members, 
including 50 military appointees. It grew 
to 460 in 1972 and then to the current 500 
in 1987, the year Marbun believes Suharto 
began to give legislators a freer hand. 
While parliamentary proceedings get little 
attention in the Indonesian press, leading 
opposition figures are still sought out for 
dissenting, though often cautious, com- 
ment on government policies. 

More recently, Parliament has begun to 
generate headlines of its own. In February, 
Golkar MP Arnold Baramuli dropped a 
bombshell by disclosing Bapindo's unse- 
cured US$420 million loan to businessman 
Eddy Tansil. Maj.-Gen. Sembiring Meliala, 
former deputy chairman of the armed- 
forces faction, now says that not only 
Baramuli but all of his colleagues on Com- 
mittee VII, which covers trade and finance, 
were involved in the effort to bring state- 
bank indebtedness into the open. 

“АП of us thought the bad-debt prob- 
lem had reached intolerable levels," says 
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Sembiring, who retired recently from ac- 
tive military service after losing his parlia- 
mentary appointment. ^We thought it was 
our business to fight against that. The press 
coverage on this issue was so spectacular 
that not even Golkar or the president 
would have been able to hide it." 

Marbun calls it a good experience. 
"Bapindo showed there is something 
wrong with the system," he says. "It was 
an illustration of the condition in the 
country. We had no choice but to bring it 
out because we are part of the world and 
have to deal with outside financial institu- 
tions. If they don't trust us, then we're 
lost." 

Four months after Bapindo, the ad hoc 

Inter-Parliamentary Cooperation Commit- 
tee caused a new stir. In a report submitted 
to a plenary session of Parliament, the com- 
mittee criticised the govern- 
ment's human-rights record 
in East Timor and called for a 
comprehensive solution to 
the long-festering issue. 
"Repeated accusations of 
human-rights violations in 
East Timor,” it noted, “do lit- 
tle service to Indonesia's im- 
age." 
Parliament has four two- 
month sessions a year, with 
each cabinet member appear- 
ing before his designated par- 
liamentary committee every 
three months to review the 
work of his department. In 
recent years, ministers have 
come under closer question- 
ing by the 10 parliamentary 
committees. But even though 
they have been more open, transparency 
remains a problem. 

Earlier this year, for example, Finance 
Minister Mar'ie Mohammad and Research 
and Technology Minister B. J. Habibie were 
called to Parliament on the same day to 
explain their much-publicised wrangle 
over the cost of refurbishing 39 former East 
German warships. But they appeared be- 
fore different committees instead of at a 
joint hearing. As a result, observers are still 
trying to discover the final cost of the ships, 
given the more than US$100 million differ- 
ence in the ministers' estimates. 

Critics also point to the way rules on 
the conduct of hearings seem to differ 
according to who is in charge. When In- 
formation Minister Harmoko testified on 
the recent magazine closures, he was ac- 
corded almost a free ride because the 
Golkar chairman precluded direct cross- 
examination. "It's a structural problem Par- 
liament has adhered itself to," says 
Darusman. “The whole process is cumber- 
some and can't really keep up with public 
opinion." 

Often, self-regulation has influenced 
parliament's actions. Last November, PPP 
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legislator Sri Bintang Pamungkas came 
close to being recalled by his party for de- 
manding an end to the ban on new politi- 
cal parties and the scrapping of military 
representation in Parliament. A contender 
for the party leadership at the PPP’s recent 
Jakarta Congress, the outspoken Sri 
Bintang remains a hard-core idealist. “It is 
the duty of the government to listen to the 
voices of Parliament,” he says. Sri Bintang 
also suggests that Parliament cannot truly 
represent the aspirations of Indonesia’s 
190 million people until its members are 
freely elected and not subject to presiden- 
tial approval (in the case of Golkar) or se- 
curity screening (in the case of the PDI and 
PPP). 

Openness may mean many things to 
many Indonesians, but the press crack- 
down has shown that to the man who 
counts the most, Suharto, there are certain 
limits that can't be stretched. The con- 
straints on Parliament are probably no dif- 
ferent. “This is as far as it's going to go,” 
Sri Bintang insists. "As long as Suharto is 
there, I don't think you'll see any big 
changes." 

Darusman, who was dropped as a 
Golkar candidate in 1992 because of his lib- 
eral views, is more pragmatic. "Parliament 
is stacked with people approved by the 
executive, so in a way it's an extension of 
the government [and] it's rubber-stamping 
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the legitimacy of the 
people,” he says. “But 
I still think you have to 
say that Parliament has 
at least contributed to 
more open public dia- 
logue." 

Although it has a 
mandate to do so, Par- 
liament has never 
passed or even con- 
templated legislation 
of its own. Instead, the 
10-15 bills it considers 
each year are all drawn 
up by government 
ministries and passed 
on through the legal- 
affairs bureau of the 
State Secretariat. The bureau acts in a co- 
ordinating role, liaising with other affected 
government agencies. Some bills can take 
up to six months to enact, depending on 
their complexity. 

The only piece of legislation a political 
party has sought to table in Parliament was 
a measure against business monopolies, 
drawn up in the early 1990s by Kwik Kian 
Gie, an economist who is the current PDI 
vice-chairman. The effort foundered before 
it began because he was unable to get the 
signatures of just 20 MPs, required for a 
measure to be debated. 
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Indeed, despite 
Golkar's dominance, 
party members say op- 
position factionalism 
alone will probably en- 
sure that the PDI and 
the PPP will never 
agree on party gener 
ated legislation. "It's a 
real pity," agrees Mar- 
bun, who serves on 
Committee I, which 
deals with foreign af- 
fairs and defence. "In 
some ways, I think we 
are closer to the mili- 
tary faction than the 
PEP,” 

Sri Bintang claims 
the PPP simply lacks political will in an en- 
vironment where the expression “opposi- 
tion” runs counter to the state ideology of 
Pancasila and its preoccupation with con- 
sensus. “I’m not allowed by my faction" to 
draw up legislation, he says. “They just 
don't have the courage." 

Political scientist Amir Santoso, who 
worked on an US$240,000 Asia Foundation 
project to improve Parliament's informa- 
tion and research capacity, was told by a 
senior official at the outset that it would be 
better if MPs were not better informed. "1 
think they were afraid they might compete 
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with the executive,” he says. 

Ultimately, says PDI treasurer Laksa- 
mana Sukardi, it all comes down to the 
controlled nature of Indonesian politics. 
“What we have is only a managed opposi- 
tion created under the ruling elite,” he says. 
“The opposition is not really opposition in 
terms of fundamental political philosophy. 
Everything is controlled, right down to the 
election of party chairmen.” At least, it was 
until last year's controversial election of 
Megawati Sukarnoputri, the second 
daughter of former President Sukarno, as 
head of the PDI. 

Recalling the years under Sukarno, 
when parliamentarians were more vocal, 
Marbun says: “I ask myself, why aren't we 
more active. Golkar and the armed forces 
don't have any ideas of their own, they just 
follow the leader." Golkar's Oka freely ac- 
knowledges that while the ruling party 
may try to address the aspirations of the 
people, its allegiance is always to the gov- 
ernment. 

While it's unlikely the military will 
withdraw its support for Golkar, the elec- 
tion of Information Minister Harmoko as 
the party's first civilian chairman last year 
clearly cooled the relationship. But because 
of an unwritten law that seems to govern 
how Parliament is reported in the media, 
its independent voices appear more muted 
than they really are. E 


Buying 
Peace 


Khaleda appeases army 
faction and extremists 


By S. Kamaluddin in Dhaka 


f politics is the art of compromise, it is 
hard to find its skilled practitioners in 
Bangladeshi public life. But Prime 
Minister Khaleda Zia is proving that when 
a government is under unrelenting pres- 


sure from formidable opponents, a bit of 


conciliation goes a long way. In a rare dis- 
play of appeasement, she has fended of 
two mutually hostile opposition groups — 
the so-called freedom fighters’ lobby in the 
army and the religious fundamentalists. 
Khaleda promoted Maj.-Gen. A. S. M. 
Nasim as the next army chief of staff. 
Nasim was decorated for bravery in the 
liberation struggle against Pakistan which 
brought independence to Bangladesh in 
the early 1970s. In another move, she can- 
celled a high-profile visit to Cairo to attend 


second. 
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The PM keeps the opposition at bay. 


a United Nations conference on population 
in early September. 

Muslim fundamentalists had opposed 
the prime minister's visit to the UN confer- 
ence because they feared that decisions 
relating to birth control, which according 
to them is against Islamic teachings, would 
be adopted at that forum. While Roman 
Catholics in many countries have taken 
their cue from the Vatican against the con- 
ference, Islamic zealots have followed the 
lead given by Cairo's Al Azhar University, 
which is at the forefront of Muslim objec- 
tions to population control. 

With its 118 million people, Bangladesh 
is one of the most densely populated coun- 
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tries in the world as well as one of the poor- ‘IMMIGRATION 


est. And it is set to double its population by 
2030, according to demographic projec- 
tions. Controlling this population explosion 
has been a top priority for the government, 
and whatever resolutions are passed at 
Cairo, that policy is unlikely to change. 


However, the prime minister's planned | 
visit itself became a cause for protests by | 


the fundamentalists, forcing her to decide 
that discretion was the better part of val- 
our. An official announcement said that she 
was cancelling the trip because of “press- 
ing preoccupation at home.” 


In recent months, fundamentalists had | 


been on the warpath over the writings of 


controversial feminist writer Taslima | дене 4 
| Do they belong to the lost tribes of Israel? 


Nasreen, who is alleged to have called for 
the revision of the Quran. Nasreen's case 
revived calls for the enactment of a law 
against blasphemy, but with her recent 
unheralded departure for Sweden, the con- 
troversy has taken a back seat. The funda- 








mentalists then latched on to the Cairo con- | 


ference as the issue of the moment. 


The prime minister has been under per- | 


sistent pressure from several opposition 
parties, who have boycotted Parliament 
and demanded snap general elections. She 
did not want the Cairo meeting to add to 
her problems. 


to appease the freedom fighters’ lobby as 
well as the opposition Awami League — 


albeit indirectly. At the time of the libera- | 
tion war, many Bengali officers were | 


stranded in West Pakistan and returned 
only after the country gained independ- 
ence. There has been a continuing rivalry 
between the freedom fighters and the re- 
patriated officers in the army — the latter 


group were in the ascendency during the | 


1980s under President H. M. Ershad. Since 
. Ershad's ouster in 1990, many of the free- 
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Lost and 
Found 


Rightwing Jews see kin 


. in India's Mizo tribes 








As for the army promotion, it is meant , By Yaroslav Trofimov in Qiryat Arba, 


Israeli-occupied West Bank 





| ith a knitted skullcap on his head 
and a shiny new pistol tucked 





into his pants, Binyamin Sharon 
looks the part of a typical ultra-Orthodox 


| Jewish settler. And so he might. Sharon 





dom fighters have been appointed to top | 


slots in the military. Although apolitical, 
the outgoing army chief, Lieut.-Gen. 
Nuruddin Khan, is a repatriated officer and 
was expected to be given a year's extension 
of tenure. But his retirement and the choice 


| Jewish redoubt. 


of his successor was not announced until | 


late August, barely days before the event. 
The last-minute decision to appoint 


Lieut.-Gen. Nasim as the next army chief, | 


observers say, has some political benefits 
for the government. As a young officer, 
Nasim was a close aide of Lieut.-Gen. 
Safiullah, who retired as the army chief in 


1975. Freedom fighter Safiullah recently | 


joined the opposition Awami League as a 
high-profile addition to the mainline oppo- 
sition party. The choice of the new head of 
the army could not but please the Awami 


| Indian state sandwiched 


| brew then, nor did he 


League, political analysts say. These tacti- | 


cal moves on the part of the prime minister | 
will keep the opposition at bay for a while, | 
| when, with 130 other 


but whether they will change the confron- 
tational nature of the country's politics is 
another matter. т 
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| to Israel by Amishav, a 


lives in Qiryat Arba, a hilltop township in 
the Israeli-occupied West Bank. The settle- 
ment is populated by the most radical 
fringe of rightwing Jews. From his perch 
overlooking Hebron, the occupied zone’s 
largest and most volatile Arab city, Sharon 
proclaims: “I don’t like Arabs. They have 
nothing to do on our land.” As if in answer, 
the call to prayer emanates from Hebron’s 
mosques, rising past the 
guard-posts around the 


Despite his anti-Arab 
sentiments, however, 
Sharon isn’t all that typi- 
cal here. For a start, he is 
Indian by birth. Not so 
long ago, the 31-year-old 
was a Protestant Chris- 
tian working in a timber 
factory in Mizoram, the 


between Bangladesh and 
Burma. He spoke no He- 


know much about Juda- 
ism or the Jews. 
His new life began 


Mizos, he was brought 
hardline Israeli. 
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Sharon: Mizoram Indian turned 


messianic religious group. 
Amishav believes that the 
Mizo tribes of Kuki, 
Lushai, Vaiphai and 
Gangte are descendants 
of the 10 lost tribes of 
Israel — and should be 
“repatriated” to their an- 
cestral homeland. 

Sharon and a few other 
Mizos were brought by 
Amishav to the Jewish 
state in 1990. A few dozen 
more came last year. With 
the arrival of another 100 
Mizos over the last few 
weeks, that trickle has 
turned into a flood. The 
Israeli ambassador in 
New Delhi reports being deluged by 
“thousands” of visa requests. 

Worried that Amishav’s efforts may 
spur a massive influx of migrants from 
India to the relatively prosperous Jewish 
state, the Israeli Government has vowed to 
stop the flow. “Those who believe in the 
return of the lost tribes will kindly be asked 
to wait until the days of the Messiah,” de- 
clared Yair Tsaban, Israel's minister of im- 
migrant absorption. 

Yossi Beilin, the deputy foreign minis- 
ter, called for a change in the Law of Re- 
turn to ward off an “influx of eccentrics.” 
According to this statute, all Jews, includ- 
ing converts to Judaism, are entitled to au- 
tomatic Israeli citizenship and generous ab- 
sorption assistance. 

Alarmed Israeli officials warn that if the 
Mizo claim to being “children of Israel” is 
formally recognised, the same rights could 
be demanded by up to 300 million people 
in several Third World countries. Indeed, 
there is no shortage of groups claiming 
descent from the 10 lost tribes. In addition 
to those in the half-million-strong Mizo 
community, they include some of the 60 
million Ibo tribesmen of Nigeria and Benin, 
the Quechua Indians of 
Peru, the Giyon of Ethio- 
pia, the Issas of Djibouti 
and India’s Manipuris 
and Assamese. 

The potential arrival 
of so many immigrants 
doesn’t seem all that wor- 
rying to the leaders of 
Qiryat Arba, however. 
This was the home of 
Baruch Goldstein, the 
doctor who machine- 
gunned some 40 Palestin- 
ians in Hebron's al- 
Ibrahimi mosque in Feb- 
ruary. Says Bella Gonen, 
the Oiryat Arba munici- 
pal councillor in charge 
of the Mizo newcomers: 
"Don't worry, there will 
be enough space, because 
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such an immigration will allow us to trans- 
fer out all the Arabs and establish a Greater 
Israel stretching from Egypt to Iraq.” 

The Mizos, who arrive on tourist visas, 
must formally convert to Orthodox Juda- 
ism to benefit from the Law of Return. The 
conversion process, which normally takes 
several years, has been simplified for the 
Indian newcomers by sympathetic hands 
in the Chief Rabbinate, Gonen says. Mizos 
who arrived last year have already re- 
ceived Israeli passports, and four Indian 
youths have been called up to serve in the 
Israeli army. 

While all the married Mizos were 
moved to Qiryat Arba, the singles were 
housed by Amishav in 
the equally radical settle- 
ment of Neve Dekalim, 
in the heart of the newly 
autonomous Gaza Strip, 
and in an ultra-Orthodox 
yeshiva (religious sch- 
ool) in Jerusalem. 

Qiryat Arba’s resi- 
dents — who are more 
used nowadays to seeing 
their neighbours escape 
to the safety of Israel 
proper — have eagerly 
embraced the Indian 
newcomers. On arrival 
in Qiryat Arba, they 
were provided with 
caravan homes free of charge. Older set- 
tlers have organised a donation drive to 
equip the caravans with furniture, china, 
used refrigerators and electronic appli- 
ances. All the adult Mizo males have been 
given work, Gonen says. Qiryat Arba has 
also established a special school where the 
immigrants learn Hebrew and study 
Judaism. 

The search for the lost tribes of Israel 
has been a central theme of Jewish history. 
Scholars believe the tribes were expelled 
from their territory by the Assyrians in 722 
B.C. Subsequently, they were resettled as 
slaves on the outer edges of territory held 
by the two remaining southern tribes, the 
Levites and the Judah. The latter stayed in 
Palestine until the destruction of Jerusalem 
by Roman forces in A.D. 70. 

The Mizos in India were converted to 
Christianity by Welsh and American 
Protestant missionaries early this century. 
Until then, they had remained animists and 
lacked a written language of their own. 
Their remoteness had also put them be- 
yond the pale of the Indian caste system. 
They were far more removed from Judaism 
than the Bene Israel, the small tribe in 
Maharashtra state that was officially recog- 
nised as Jewish by Israel in 1982. 

According to Israel-Mizo Identity, a 
Mizoram Government-sponsored book 
written in 1990 by Zai Thanchhungi, Mizo 
pre-Christian rituals involved human sac- 
rifices, consumption of pork and frequent 
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drinking of zu, an alcoholic potion. Reli- | 
gious festivals required zu to be drunk | 


“until supplies ran out,” and “the duration 
of the feast depended on the amount of zu 
available,” Thanchhungi wrote. 

The Mizo religion contained only two 
connections with anything remotely resem- 
bling Judaism. The first, eagerly seized 
upon by Amishav, is the fact that the Mizo 
ancestral deity was called "Manasia" — 
which sounds fairly close to the name of 
the lost tribe of Menashe. The second is 


that the Mizo tradition speaks about a | 


"sacred parchment" containing God's 
revelation — presumably the Torah, or 
Jewish religious scroll. Unfortunately, the 
legend adds, the parch- 
ment “had been eaten by 
a dog." 

For Shalva Weil, He- 
brew University's main 
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the Israel-India Friend- 
ship Association, the 
Mizo claim to Israelite 
ancestry is simply a 
“myth.” Weil, however, 
rejects accusations that 
the Mizo newcomers are 
merely economic mi- 
grants, saying: “There is 
no question that coming 
to Israel is an economic 
improvement for them. But I also think that 
the Mizos are genuinely religious, and, you 
know, it is not all that easy to be an observ- 
ant Orthodox Jew.” 

As for the Mizos themselves, they give 
strictly religious explanations for their 
arrival. “We didn’t come to Israel because 
of economy,” declares Zalman Zadeng, 48, 
a former shopkeeper in the Mizoram capi- 
tal of Aizawl. “We came because the rabbi 
said Judaism was very important, and we 
have to practise Torah because the Mes- 
siah is coming." 

According to Mizo settler Sharon, his 
countrymen's turn towards Judaism was 
brought about by a "prophet" named 
Tsala, who, in the 1940s, had a mystical 
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specialist on the lost | 
tribes and chairman of | 


revelation about the Mizos’ Israelite de- | 


scent. Some 20 years later, a local preacher, 
Gideon Ray, travelled to Jerusalem to learn 
more about Judaism and meet Amishav 
leaders. Gradually, more and more Mizos 
started observing Jewish religious rules, 
and now an estimated 5,000 people are pre- 
paring for formal conversion to Judaism 
and possible emigration to Israel, says 
Sharon. 

“This is growing fast. With every 
month, dozens of new people decide that 
they too want to become Jews,” Sharon 
says. Adds Yafa Menashe, a 24-year-old 
Mizo newcomer: “The only people who 
stay Christian in Mizoram are the ones 
who are too lazy to observe the mitzvoth,” 
or Jewish religious commandments. ж 
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incumbent's 
policies. But 
If he wins, 
he often 
discovers the 
old policies 
weren't so 
bad after 
all 3 
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Power's Positive Influence 





Murayama's shift reflects the sobering effect of responsibility 


yama, made headlines recently when he aban- 

doned the political platform of his party and, 
in effect, espoused the position of the Liberal 
Democratic Party (LDP) on such crucial issues as 
the role of the armed forces and the emperor. Fur- 
thermore, he said, the Japanese flag and the na- 
tional anthem need not be replaced. 

These statements were in stark opposition to 
the orthodoxy of Murayama's Social Democratic 
Party of Japan. Indeed the socialists were known 
for unrealistic policies, such as espousal of un- 
armed neutrality for Japan and support for the 
communist regime in North Korea. Yet, scarcely 
three weeks after he became premier on June 29, 
Murayama was in Seoul assuring President Kim 
Young Sam that Japan would cooperate with South 
Korea and the United States in their effort to per- 
suade North Korea to abandon its suspected nu- 
clear-arms programme. 

This dramatic socialist about-turn reflects the 
accuracy of the observation: where you stand de- 
pends on where you sit. An opposition party with 
little chance of gaining power has the luxury of 
being idealistic and taking extreme positions, os- 
tensibly on matters of principle, that a ruling party 
doesn't. As long as the socialists did not have the 
responsibility for running the government and for 
coping with real problems, they could take any 
position they wanted. Once in power, however, 
they had to become pragmatic. 

That is not to say that there is no difference 
between Murayama and LDP politicians. For one 
thing, Murayama has gone much further than any 
of his predecessors in repenting for Japan's role in 
World War II. Just last month, for example, he 
acknowledged that Japan's wartime behaviour had 
led to "tragic sacrifices beyond description" for 
innumerable people in Asia and 
offered “heartfelt condolences with 
a deep repentance." 

Thus, while the socialists 
haven't totally abandoned what 
they stood for before gaining 
power, they have had to jettison 
policies that were unrealistic and 
that commanded little popular 
support. Such transformations are 
a feature of the democratic proc- 
ess. Someone vying for power 
must portray himself as better than 
his opponent, and his policies as 
different. But a party or an indi- 
vidual, once in power, must re-ex- 
amine the situation in the light of 
sober reality. 

Sometimes the tendency of can- 
didates to forget their campaign 
promises may lead to voter apathy 
as the electorate decides there is 
little difference between political 


| apan's new socialist premier, Tomiichi Mura- 
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parties. Nevertheless, the constant challenge to es- 
tablished policies plays an important role in ensur- 
ing good governance because it ensures that the 
pros and cons of major policies are periodically 
debated. In a one-party state, there is always a 
danger that the leaders will go too far one way or 
the other, without an institutional correcting mecha- 
nism. Thus, Mao Zedong wreaked havoc through 
ill-conceived campaigns such as the Great Leap 
Forward and the Cultural Revolution, bringing 
death and suffering to untold millions of Chinese, 
because of an absence of checks and balances. 

So while power may corrupt, in a democratic 
system it also brings a sense of responsibility. Look 
at the U.S., where Bill Clinton the candidate de- 
nounced President George Bush's policy towards 
China for "coddling dictators," and Bill Clinton 
the president ended up implementing the Bush 
policy towards China. An opposition candidate 
has to challenge the incumbent's policies. But if 
he wins and becomes the incumbent he often dis- 
covers that the old policies weren't so bad after 
all. Responsibility exercises a moderating effect on 
most politicians. 


onversely, the less likely a party is to gain 
С power, the more extreme its policies will 

become. In Taiwan, for example, the oppo- 
sition Democratic Progressive Party (DPP), when 
the ruling Kuomintang (KMT) appeared impregna- 
ble, used to pledge that it would declare Taiwan 
an independent republic, separate from China, 
once it gained power. In recent years, however, 
support for the DPP has risen much faster than 
expected, so that the possibility of its becoming 
the ruling party is not as remote as it was. 

It’s no coincidence that this had led the DPP to 
ameliorate its position. No longer does it declare 
that it will proclaim an independent Taiwan if it 
gains power. Instead, the DPP's position now is 
that there is no need to declare independence be- 
cause Taiwan is already independent. Because its 
position on this issue is now not much different 
from that of the KMr, it has had to differentiate 
itself from the ruling party by other means, mostly 
by advocating different domestic social policies. 

Of course, all this doesn't mean that changes in 
government don't result in changes in policies, 
especially where the change in government is 
almost revolutionary in nature. Cory Aquino, to 
name one, reversed the Marcos policies by draft- 
ing a new constitution for the Philippines, empha- 
sising human rights and entrenching democratic 
institutions. Sweeping changes have likewise taken 
place in South Korea, where a civilian government 
is making a clean break with the country's mili- 
tary-dominated past. All in all, however, the evi- 
dence still suggests that if Asian nations want more 
responsible politicians, they had best ensure a po- 
litical system that gives them a good chance of 
getting into office. а 
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TRAVELLERS' TALES 





DIVIDED WE STAND: What's that logo 
on the embassy extension building of the 
People's Republic of China in Seoul, pic- 
tured below? Yes, it's the jagged sun sign 
of Taiwan. 

Apparently, there has been some of- 
fice-juggling due to the South Korean 
Government realigning its friendships, 
and that is where some embassy staff of 
China have ended up. The picture was 
taken by Ruby Socorro Gimenez of South 
Korea. 

This is rather like arranging to have 
the Pepsi marketing department in a 
building with a sign outside saying "AI- 
ways Coca-Cola." 

Or have we missed a major news story 
about a quicker-than-expected reunifi- 
cation? Taipei, Kaohsiung, 
Taiyung and other Tai- 
wanese cities are now lo- 
cated in the People's Re- 
public of China, according 
to the latest edition of the 
World Business Directory. 

This was pointed out 
by David Weil of E. Tu 
Associates in Ohio, 
United States, who asked: 
“Why has there been no 
press coverage on this 
cataclysmic event?” The 
book is published by the 
World Trade Centres As- 
sociation, supposedly an 
authority on international 
trade. 

These must be portents 
of the reunification of 
"Greater China" (a term I 
use to refer to China, Taiwan, Hong Kong 
and parts of San Francisco). 

I heard a China trader saying last week 
that China is so capitalistic these days that 
there's only one way in which it and Hong 
Kong can now achieve a "one country, 
two systems" relationship. Hong Kong 
will have to turn communist. 


THAI DIE: Apparently, it doesn't matter 
if babies and children engendered in other 
countries are given plastic bags to play 
with and suffocate. Margaret Agnes Khiu 
of Kuching, Sarawak, found thig on the 
wrapper of an inflatable ball from Thai- 
land. 








THE LOYAL FAMILY: There's a lot of 
staff swapping places between Qantas and 
Ansett, the two Australian airlines, I hear 
from Harry Forsythe of 
Ansett Worldwide Avia- 
tion Services. One of the 
most recent defectors 
from Ansett was Peter 
Kelly, manager of the loy- 
alty programmes. Won- 
der how he trains people? 
"Lesson one. Don't do 
what I did." 


WRIGGLE OUT OF THIS 
ONE: This is a sign at 
Kashgar Airport in Xin- 
jiang, China. "It encour- 
aged me to seek lodging 
elsewhere," said one of 
my correspondents, who 
knew that it was danger- 
ously easy to pick up in- 
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testinal fauna in the province. Another 
reader who saw the same sign was 
Amanda Petersen of British Columbia, 
who disregarded it, went into town, 
bought an apricot, bit into it — and found 
a worm in residence. You were warned. 
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TWO-PRONGED ATTACK: What name 
strikes terror into the hearts of people in 
the central mountains of Bougainville is- 
land, Papua New Guinea? 

“The BRA.” 

That’s the unfortunate moniker used 
by a group of secessionist rebels whose 
full title is the Bougainville Revolution- 
ary Army. 

Col. Jerry Singirok, leader of the gov- 
ernment forces battling the rebels, told 
Reuters: “The BRA has split up into small 
pockets.” Two of them, I imagine. 

He also said he now had “the upper 
hand over the BRA.” 

If sanctions against the rebels start to 
work, will it be a case of “the BRA strap- 
ped?” 


SMALL TALK: Kari Huus, editor of China 
Trade Report, got a brochure from the Bei- 
jing Ruming Translation Agency offering 
"English, French, Spanish ... and other 
minor languages.” 

If they think English is minor, what 
do they make of Welsh, understood only 
by a few thousand souls, many of whom 
are sheep? 


MCGIBBERISH: | got a letter from James 
McGibbon inviting me to join the High- 
lander Club, a sort of investment news- 
letter organisation, the nearest address of 
which is a post office box in Hong Kong. 

“You have been officially pre-approved 
for membership in the world’s most ex- 
citing and unique club,” it says. An oath 
of secrecy is enclosed 
which prevents me tell- 
ing anyone about it, so 
kindly forget this item 
as soon as you've read 


McGibbon contin- 
s: "Very few people 
are approved for mem- 
bership. In fact, only 
one in 500 people in the 
world may ever ac- 
hieve your status and be pre-approved 
for your distinct honour and privilege." 

Wow. Only one in 500 people in the 
world. That means that in our secret, con- 
spiratorial meetings, there will just be me, 
him and only 12 million others. 

Hope he has a big office. E 


Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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Environmental activist Pryke on dolphin watch. /nset: a Chinese white dolphin. 
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Hong Kong’s airport project puts pink dolphins at risk 





By Martin Williams 





ink dolphins? In Hong Kong? 

Surely, the delusion of a weekend 

sailor who's had a gin and tonic too 
many ... Actually, no. These rare, grace- 
ful creatures are for real. Their survival, 
however, is under threat from construc- 
tion of the colony's new airport, which 
lies close to their favourite haunts. 

Not much is known about the dol- 
phins. Some are striking pink, others dap- 
pled grey or near-white. They are believed 
to belong to the same family as Chinese 
white dolphins or to the widely distrib- 
uted but scarce group of Indo-Pacific 
humpback dolphins. Regardless, they are 
rare — perhaps rarer than the giant panda 
— and endangered. 

The dolphins inhabit the colony's west- 
ern waters, especially north of Lantau. The 
area is close to the mouth of China's Pearl 
River as well as to Chek Lap Kok, a small 
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island off Lantau that's being bulldozed 
into the sea to form a platform for the 
airport. Dredging, reclamation, underwa- 
ter blasting and an accompanying sew- 
age works are putting the dolphins' lives 
at risk. Environmentalists fear this could 
decimate the dolphins' ranks before sci- 
entists can adequately study them and 
find a way to protect them. 

The dolphins' plight might have gone 
unnoticed but for airline pilot Stu Pryke. 
A marine-life enthusiast turned environ- 
mental activist, Pryke first encountered the 
pink dolphins while sailing from Hong 
Kong to Macau in 1988. “I didn't even 
know we had them here," he recalls. "It 
blew my mind to see a pod of them, ghost- 
ly white and cruising across the estuary." 

Pryke contacted Hong Kong's Agri- 
culture and Fisheries Department (AFD) 
to learn more. But they had little in- 
formation. The first reported sighting of 
Chinese white dolphins by a Westerner 
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occurred in 1657. Then, during a voyage 
along the Pearl River, European explorer 
Peter Mundy noted, "the Porpoises here 
are as white as Milke, some of them 
Ruddy withall." 

Described to science more than a cen- 
tury later, the Chinese white dolphin at- 
tracted little interest from naturalists. So 
Pryke set out in his yacht to collect data 
himself. 

Pryke noted that the dolphins fre- 
quented waters near the site of the 
planned airport. Worried that blasting and 
other construction work could harm them, 
he decided to raise awareness of the dol- 
phins by giving talks to schools and ro- 
tary clubs, and seeking media coverage. 

Pryke worked closely with Joanna 
Ruxton, then marine conservation officer, 
now director of conservation, of the World 
Wide Fund for Nature Hong Kong (WWF). 
Their efforts piqued the interest of another 
marine-life enthusiast, John Wong. In De- 
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cember 1992, he joined the ad hoc save- 
the-dolphins' crusade, taking boatloads of 
passengers out to see them, and sending 
photos and film footage to newspapers 
and television. 

A flurry of media attention ensued: The 
local press ran several articles, and TV 
stations as far away as the United States, 
Australia and Mexico aired the dolphins' 
story. Despite the coverage, Pryke says 
little has been done to help them. 

Last year, Bernd Wursig, a U.S. expert 
on whales, dolphins and porpoises, ar- 
rived in Hong Kong to study the dolphins. 
Wursig, a professor of marine mamma- 
logy with the Marine Mammal Research 
Programme at Texas A&M University in 
Galveston, had been asked to determine 
the impact on the dolphins of a proposed 
sewage outfall. But because so little was 
known about them, he suggested a de- 
tailed study: How many dolphins are 
there? Where do they nurse their young? 
Do dolphin carcasses show signs of dis- 
ease? Within six months of his recom- 
mendation, the AFD approved 
a three-year, HK$2 million 
(US$255,000) study, led by two 
doctoral students from Britain. 

While Pryke claims some 
credit for triggering the study, 
Lay Chik-chuen, a senior con- 
servation officer at the AFD, 
traces his department's inter- 
est in the dolphins to an envi- 
ronmental impact assessment 
of the airport plan. Published 
in late 1991, the assessment in- 
cluded a paragraph on the dol- 
phins. It suggested that, be- 
cause dolphins breathe air, the 
airport project would have lit- 
tle effect on them. They would 
be able to withstand high lev- 
els of suspended matter in the water, 
caused by dredging. And being intelligent 
creatures, they would learn to avoid work 
areas. The assessment recommended only 
that contractors be advised of the dol- 
phins' presence and asked to avoid en- 
dangering them. ! 

The doctoral students' research will 
comprise much more than a paragraph. 
Chris Parsons and Lindsay Porter are ex- 
amining the dolphins' lives from two per- 
spectives. Parsons, who chiefly watches 
from land, is focusing on their behaviour 
and ecology. Porter, observing them from 
a boat, estimates dolphin numbers. 

In the laboratory, meanwhile, Parsons 
analyses tissue from dolphin carcasses for 
toxins such as heavy metals. And Porter 
investigates the possibility that in Hong 
Kong's sewage-laden waters, dolphins 
may catch human diseases such as hepa- 
titis, cholera or salmonella poisoning. 

Porter deems the survey valuable, but 
says it's too late. "The dolphins are prob- 
ably already changing their habits," she 
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says. Two islets known as The Brothers 
have already been blasted and levelled as 
part of the airport project. Pods of dol- 
phins once travelled around these islets 
regularly; now, even single sightings are 
infrequent. Chek Lap Kok, meanwhile, is 
four times its original size, sprawling over 
what used to be a shallow bay that was a 
favourite dolphin haunt. 

However, the dolphins have not sim- 
ply moved as the airport has progressed; 
they appear to be dying out. In the 1980s, 
pods of up to 47 were frequently spotted; 
now, the dolphins travel in groups of only 



















Chek Lap Kok 
Airport 


Not dolphin-friendly. 


three or four. While Pryke admits it is 
difficult to get a hard count of the dol- 
phins, he estimates there were 200 to 400 
Chinese white dolphins in Hong Kong 
waters in 1989. Parsons and Porter now 
put the number at 40 to 100. 
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everal factors account for the ani- 
mals' demise. Says Porter: "We're 
taking away nearly every single 
piece of habitat they could live in; pump- 
ing in every industrial pollutant you can 
think of with very little control; putting 
in domestic sewage, oil, and bilge water; 
dumping contaminated mud from the 
harbour." The mud, laced with pollutants 
that have settled on the harbour floor, is 
dropped into pits by dredging boats. But 
Porter notes it must first fall five to 10 
metres through the water — "and you 
can't expect it to whoosh straight down." 
The pits are capped only when full, which 
means they lie open for up to four months. 
Unable to find food in the murky, toxic 
waters that result, the dolphins are forced 
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to eat elsewhere. 

Construction noise is another concern. 
"Dolphins rely on the propagation of 
sound for every aspect of their lives," Por- 
ter notes. The dolphins use sound to inter- 
act with other animals, find partners, lo- 
cate food or navigate through crowded 
shipping channels. Though noise gener- 
ated by boats tends to be on a lower fre- 
quency than dolphin-speak, it is persist- 
ent, like the background hubbub of a party, 
making sounds harder to distinguish. 

The high-frequency noise from under- 
water blasting could cause more serious 
damage. “We're particularly worried this 
could kill animals outright," says Porter. 
"The noise underwater could cause a 
massive pressure change." 

Porter and Parsons estimate the dol- 
phins will be safe from underwater blasts 
if they are at least 600 metres away. Con- 
tractors have therefore agreed that before 
blasting, they will patrol waters within 
the danger zone to check that no dolphins 
are present. Such measures don't satisfy 
Pryke. He has proposed an 
emergency sanctuary off south- 
western Lantau. The AFD's Lay 
counters that his department 
can't yet justify the investment; 
if the dolphins don't use the 
sanctuary, taxpayers' money 
will have been wasted. 

But Pryke suspects the gov- 
ernment may be worried that 
steps to protect dolphins could 
delay the airport project. He is 
also dissatisfied with the res- 
ponse from environmental 
groups. This led him to an- 
nounce Project Vagabond, a 
radical organisation that will 
push for conservation of dol- 
phins and other wildlife "by 
operating within the law, albeit to the 
fringes of it, if necessary." 

Porter doubts whether even radical ac- 
tion will be effective. At times, she feels 
she is only documenting the demise of 
Hong Kong's dolphins. But her study will 
not have been in vain. "Even if the dol- 
phins do die out, or move away, it will be 
a lesson for others," she says. "They will 
have some idea of how far you can go 
before things collapse." 

Recent flooding along the Pearl River 
has only added to the dolphins' problems. 
The muddy flow has steered them far- 
ther afield than usual — to Green Island, 
near Hong Kong Island, and to Silvermine 
Bay, on Lantau's eastern shore. 

Says Ruxton: "As pollution problems 
increase, on top of toxic-mud dumping, 
whatever direction the dolphins take, 
they're snookered." e 
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Martin Williams is a Hong Kong-based free- 
lance writer specialising in wildlife and conser- 
vation issues. 
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China's Environmental Crisis: An Inquiry 
into the Limits of National Development 

by Vaclav Smil. 

M. E. Sharpe, 80 Business Park Drive, Armonk, NY. 
US$49.95. 











As China becomes an increasingly im- 
portant economic and military power, it 
faces growing environmental problems. 
China's Environmental Crisis is a valuable 
guide to Beijing's ongoing challenges, in- 
cluding population, resource supplies and 
use, energy production and consumption, 
agricultural development and pollution. 

Unfortunately, author Vaclav Smil's re- 
search leads him to a pessimistic assess- 
ment of the future: 
"The best practical 
possibilities for the 
1990s are not even 
for stabilising the 
current losses, de- 
clines, and emis- 
sions, but merely for 
reducing the rates of 
their growth." In- 
deed, Smil believes 
that China's en- 
vironmental chal- 
lenge will adversely 
affect the West as 
well. He declares: 
"There can be no 
doubt that a work- 
able planetary fu- 
ture will require not 
only control of Chi- 
na's population and 
extensive reduc- 
tions of the coun- 
try's environmental 
ills, but also an ap- 
preciable modera- 
tion of our own wasteful ways of living." 

Yet there is nothing inevitable about 
environmental decline in China or else- 
where. Smil's crabbed view, which mars 
an otherwise excellent book, ignores the 
possibility that changed behaviour, as part 
of an expanding free marketplace, will 
eventually spawn in China the sort of en- 
vironmental consciousness now evident in 
the West. Smil admits that "the average 
Chinese in the year 1990 was undoubtedly 
better fed, housed, and schooled, had ac- 
cess to a wider variety of goods, had more 
leisure, and, most important of all, had 
vastly longer life expectancy than at any 
time in the country's long history.” All this 
despite a steadily growing population. The 
future can be even better. 

China's most serious problem, Smil con- 
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tends, is population growth. The Commu- 
nist Party once promoted large families, 
but after the horrendous famine caused by 
the Great Leap Forward, Beijing concluded 
that it had to curb population growth. The 
party then adopted coercive measures, 
which Smil denounces: ^Only prejudiced 
apologists could argue that China's family 
planning effort accords with the United 
Nations' Population Plan of action, which 
specifies the rights of parents to determine, 
in a free and responsible manner, the 
number and the spacing of their children." 
Although he acknowledges the argu- 
ments of those who view people as a posi- 
tive resource, Smil is awed by the num- 
bers: 125 million 
more people likely 
to be born during 
the 1990s, for in- 
stance. As a result, 
he advocates "hu- 
mane, realistic, but 
effective population 
control strategies." 
Alas, there is little 
reason to believe 
that any communist 
government can be 
trusted to follow a 
"humane" strategy. 
Smil underesti- 
mates China's abil- 
ity to adapt to future 
population growth 
if it continues to im- 
plement market re- 
forms, a process that 
already has resulted 
in a larger, yet weal- 
thier and healthier 
population. Indeed, 
the economic suc- 
cess of even more crowded Hong Kong, 
Taiwan and Western Europe shows that 
numbers alone are not determinative. 
Rather, the issue is the existence of an 
economic framework that holds resource 
users accountable for their activities. Con- 
sider the degradation of China's water re- 
sources. Why are they so badly used? As 
5mil observes: "Current Chinese practices 
do not reflect the scarcity value of irriga- 
Поп water; this leads, on the one hand, to 
continuation of unsustainable and waste- 
ful irrigation, which would be greatly cur- 
tailed with the introduction of realistic 
water fees, and, on the other hand, to the 
absence of irrigation in growing crops that 
bring unrealistically low returns." The 
basic problem here, then, is not too many 
people, but too little market pricing. 
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In contrast to many countries, China has 
abundant energy resources but, observes 
5mil, "the rigidity of the ruling orthodoxy" 
complicates efforts to develop them. In- 
deed, this inefficient system is a major 
cause of illegal logging and deforestation. 
But Smil misses the point that while a 
growing population increases pressure on 
existing energy sources, it can be accom- 
modated by a market system in which 
freely moving prices encourage conserva- 
tion as well as development of alternative 
fuels and additional supplies. 

Some of the most difficult issues facing 
China are those that most bedevil the West, 
such as air pollution. Writes Smil: ^Bur- 
dens of air pollution are not surprising in a 
nation where combustion of 1 billion 
tonnes of coal, largely uncleaned and 
burned with minimal or no air pollution 
controls, supplies three quarters of all pri- 
mary energy." Yet, he notes, there are sub- 
stantial opportunities for conservation 
through price reform. True, but China must 
grow wealthier before it is likely to solve 
these and other environmental problems. 

Chinese policymakers as well as West- 
ern observers can learn much from this 
book, which covers such issues as agricul- 
tural production. And Smil's description of 
the enormous difficulties facing an indus- 
trialised China is sobering. 

Yet while Smil rightly worries about the 
complexity of China's environmental prob- 
lems, the future does not have to be bleak. 
He believes “that continuing [environmen- 
tal] degradation is, to an uncomfortably 
high degree, inevitable." But past problems 
do not guarantee future failures. China to- 
day provides more people with a better 
standard of living than ever before. Still, 
inaction risks environmental disaster. 

ш Doug Bandow 


Doug Bandow is a senior fellow at the Cato 
Institute in Washington. 
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Mr. China's Son: A Villager's Life by He Liyi 
with Claire Anne Chik. 

Westview Press, 5500 Central Ave., Boulder CO. 
US$55. £39.50. 











"There is dignity only in despair," 
Andre Malraux once wrote. 20th-century 
China has provided ample inspiration for 
such sad aphorisms. Fortunately for the 
readers of He Liyi's autobiography, Mr. 
China's Son, the author's dignity is not only 
so unobtrusive that it can be mistaken for 
humility, but periodically flawed with 
spite, pride and cowardice. Yet this simple, 
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intimate story of a bright college graduate 
caught up in the revolution's moral up- 
heaval, selling eggs on a dusty roadside 
and stealing nightsoil to make ends meet, 
brings more to mind than lofty quotations. 
In 1961, while working in a re-educa- 
tion-through-labour mine in Yunnan, He 
attended a "Big Meeting for Taking Off 
Rightist Caps." By then he had spent four 
years in labour camps, trampling mud in a 
brick factory, working as a barber and cook, 
laying rail and shovelling coal. He had been 
sent to these camps for being a landlord's 
grandson, a Kuomintang policeman's son, 
a university major in English and a Chris- 
tian. Officially, the removal of his rightist 
stigma restored He's citizenship. But this 
hardly marked the end of his troubles. 
With little hope of using his education 
again, He resigned himself to living by the 
hoe. He returned to his Bai-minority home 
county in Yunnan, married a local woman 
and set out to build a family. For a few 
years he tilled the commune’s fields, pains- 
takingly accumulating work points worth 
around Rmb 7.50 a month. His father-in- 
law, an opium addict and tea aficionado, 
chided him for his meagre income. “No 


Blowing Cold 


Bitter Winds: A Memoir of My Years in 
China’s Gulag by Harry Wu. 

John Wiley, 605 Third Ave. New York, NY. 
US$22.95. 


Harry Wu suffered a brutal epiphany at 
the age of 24. China was besieged by 
famine. Wu — college baseball captain, 
son of a Shanghai banker — was clutch- 
ing at life in a gulag where he was held 
on the charge of being a rightist. 

Wu had just buried his closest prison 
mate, an idealistic former teacher. Sud- 
denly, he realised that his friend's spent 
corpse would lie unmarked, in a deso- 
late field of partly scavenged burial 
mounds, forgotten by the system that 
destroyed it. "If the people mean no 
more than dust, then the society is 
worthless and does not deserve to con- 
tinue," Wu writes. "If the society should 
not continue, then I should oppose it." 

In Bitter Winds: A Memoir of My Years 
in China's Gulag, Wu and co-author 
Carolyn Wakeman exact eloquent venge- 
ance on the communist regime that de- 
prived the young man then known as 
Wu Hongda of the first 14 years of his 
adulthood and much more. It also is a 
historically important depiction of the 
too-infrequently described Chinese 


g. 
Simply by telling Wu's unem- 
bellished story of a life in China, Bitter 
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matter how early I got up 
or how hard I worked, I 
often fell behind the 
others," He writes of those 
days. 

Eventually He got a job 
as a forestry worker, and 
bought a sow that helped 
usher in a few years of rela- 
tive prosperity. Drought, 
animal diseases and politi- 
cal movements took their 
toll. In 1976, their son fell 
seriously ill. To purchase 
medicine, He took a day 
off from his collective work 
to sell some chairs he had 
made. For this, his col- 
leagues had him paraded 
through the village with placards around 
his neck denouncing him as a "capitalist," 
"bad element" and "running dog." 

Throughout his account of these events, 
He's identity as a Bai, one of China's largest 
ethnic minorities, remains curiously vague. 
“I belong not to the great Hans of Central 
China, but to the Bai National Minority," he 
states. But this declaration serves as little 
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Winds shows the arbitrary fury of a re- 
gime without ethical moorings. Wake- 
man is deft at the form: she co-authored 
with Yue Daiyun another powerful book 
on modern China, To the Storm, a Chi- 
nese woman’s memoir of the Cultural 
Revolution. Like Yue, Wu is one of his- 
tory’s victims: he happened to come of 
age at a time of intense ideological para- 
noia in newly communist China, and for 
that he suffered immensely. 

While a geology student in Beijing, 
Wu is jailed for a perceived political 
transgression; while a political prisoner, 
his arm is shattered in a struggle session 
over another political mistake; when 
freed and allowed to see his family, his 
sisters are so cowed by life in Maoist 
China that they report his presence to 
the local police. 

In 1974, Wu meets his high-school 
sweetheart — the first of his friends to 
have broken relations with him when a 
political shadow fell across his life in 
1957. Tearfully, the woman relates how 
she was sent away from Shanghai, mar- 
ried an engineer and had three daugh- 
ters. “Tell me about yourself,” she asks 
Wu. 

"| was arrested in 1960, and I’ve been 
in camps until today,” is all he can an- 
swer. 

This book, though gracefully written, 
is not a gentle read. Like most powerful 
tales of confinement and oppression — 
and so many books written about China 
in recent years share those themes — it is 
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more than a desperate, 
unhappy reminder of the 
Communist Party’s high- 
handed policies towards 
the country’s minorities. 

On the other hand, by 
writing his autobiography 
in English, He performs a 
feat of self-transcendence. 
In 1979, he began teaching 
English in a middle school, 
translated a collection of 
Chinese folktales and em- 
barked upon writing this 
book. 

It is doubtful that this 
fine book will receive the 
audience it deserves. Un- 
like such bestsellers as Jung 
Chang's Wild Swars and Nien Cheng's Life 
and Death in Shanghai, Mr. China's Son is not 
carefully honed to Western middle-class 
sensibilities. He's story is a testament to the 
stoicism that has survived both political 
dogma and Beijing's smug rulers and gives 
hope for China's revival. m Erling Ho 


Erling Ho is a writer based in Hong Kong. 


the relentless, official cruelty that high- 
lights the stoicism, courage and human- 
ity of people like Harry Wu. 

The book is a reminder of China's 
painful recent past — or present, Wu 
would argue. In the book, Wu notes that 
Deng Xiaoping was an architect of the 
Anti-Rightist Campaign that first landed 
him in political trouble in 1957. 

True, but Deng has since undergone 
a version of reform-through-labour, too. 
According to many ordinary Chinese 
today, the economic changes Deng has 
launched have done more good for 
China than anything Mao ever tried. 
Though China still holds thousands of 
political prisoners, Beijing is accelerating 
their release. Many freed prisoners have 
jumped into business in Deng's no- 
longer communist China. 

Yet not everything has changed. 
After moving in 1985 to the U.S., where 
he is a scholar at Stanford University's 
Hoover Institute, Wu returned in 1991 
to many of the sites where he was im- 
prisoned to record with a camera how 
political prisoners are involved in mak- 
ing goods for export. While the volume 
is probably minuscule in the flood of 
U.S.-China trade, the revelations put 
prison labour on the bilateral agenda — 
another telling sign of Wu's opposition 
to what he calls a “worthless” system. 

m Marcus Brauchli 


Marcus Brauchli is the Hong Kong-based Asia 
correspondent for The Wall Street Journal. 
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South Korean cars for export: the priority is still on growing bigger rather than getting better. 


Seoul's Second Chance 





BUSINESS 





South Korea is enjoying another export boom triggered by a 
high yen that's hobbled its Japanese rivals. But has it learned 


how to hold on to its gains? 


By Terrence Kiernan and Shim Jae Hoon 
in in Seoul 


hun Jin Hwan observes South 

Korea's latest export surge with the 

knowing eye of someone who has 
seen it all before. Instead of celebrating 
foreign markets’ renewed appetite for 
South Korean products, however, he de- 
clares it will probably be short-lived. 

How can he be so sure? Precisely be- 
cause Chun, who's head of global business 
strategy at the Lucky-Goldstar Group, has 
seen it all before. 

That was in 1986, when South Korea 
registered its first-ever trade surplus. It 
wasn't that overseas consumers suddenly 
were awed by Korean goods' superior 
quality — rather, they were responding to 
the fact that South Korean brands had be- 
come cheaper than Japanese ones. For that, 
South Korea could thank a strengthening 
yen. The Japanese currency soared more 
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than 45% against the U.S. dollar in 1986-87, 
making Japanese goods more expensive. 
Competing South Korean products, espe- 
cially electronics, cars, steel and ships, en- 
joyed a surge of popularity. 

Now it's happening again. Since the 
beginning of the year, the yen has strength- 
ened more than 10% — to around ¥98 — 
against the U.S. dollar, renewing the price 
appeal of South Korean goods. Like Chun, 
however, many observers worry that this 
latest export boom is bound to go bust if 
the yen eventually declines, as it did in the 
late 1980s; soon after, South Korea's trade 
balance fell back into the red. 

To retain their lead, South Korea's com- 
panies would have to improve their com- 
petitiveness in areas other than price. But 
have they? Chun is sceptical. “South Ko- 
rea’s industry, as a whole, has yet to de- 
velop a comprehensiv e strategy to take the 
best advantage from the high yen,” he says. 

In the previous boom, corporate Korea 
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ploughed profits into the stockmarket and 
real estate instead of investing heavily in 
things like research and development and 
factory automation. “We spent 30 years 
building up our economy so when we 
gained an external surplus, people thought 
that it was time to rest. But we found out 
that if we rest, we will be overtaken,” says 
Park Ki Hong, a research fellow at the 
Korea Institute for Industrial Economics 
and Trade (KIET) in Seoul. 

Indeed, the trade balance has been in 
deficit ever since, mainly because com- 
panies have done little to make products 
with an export appeal that can endure ex- 
change-rate fluctuations. Moreover, instead 
of focusing on two or three core businesses 
as President Kim Young Sam has urged, 
the country's chaebol, or conglomerates, are 
pushing to diversify further. Samsung, the 
country's leading electronics maker, plans 
to produce a car. Top car maker Hyundai 
wants to build aircraft. And the auto in- 
dustry, as a whole, is planning to double 
production capacity by 1997 — a clear sign 
that many South Korean manufacturers 
still place more emphasis on getting bigger 
than on getting better. 
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Seoul's first trade surplus, in 1986, owed 
much to what domestic economists wist- 
fully call the "three lows" — low oil prices, 
low interest rates and the rapid deprecia- 
tion of the U.S. dollar against the yen. That 
all began to turn sour in 1987, when the 
nation's progress towards democracy un- 
leashed a wave of labour strife. Wage in- 
creases stripped South Korean companies 
of the advantage they once enjoyed in la- 
bour-intensive industries. As the "three 
lows" receded, Koreans found themselves 
in recession. It lasted until early 1993. 

Now, the "three highs" — high wages, 
high interest rates and high domestic 
prices, especially for land — are making 
South Korean companies even less com- 
petitive in key export markets. 

Even so, the short-term gains from this 
year's expected 11% increase in exports are 
likely to be impressive. The Bank of Korea 
(BOK, the central bank) forecasts that the 
economy will grow an extra 1% in 1994 
because of the yen effect. The Korea Deve- 
lopment Institute (KDI), a government- 
sponsored think tank, foresees overall 
growth of 8.3% this year, up from 5.6% in 
1993. 

The economy's biggest winners will 
again be industries in which South Korea 
competes closely with Japan — vehicles, 
semiconductors, shipbuilding and steel. 
But the strong yen remains a mixed bless- 
ing; many of the industries that benefit 
from it rely on Japanese inputs. The rising 
cost of Japanese imports is likely to stoke 
inflation pressures and increase South Ko- 
rea's trade deficit by 2.5%, according to the 
BOK. Inflation stood at about 6% in the first 
half of the year. 

But how can South Korea avoid repeat- 
ing its past mistakes? The government has 
urged local businesses to take advantage 
of their price edge by beefing up overseas 
marketing, upgrading their products and 
localising the production of parts and ma- 
chinery that they import from Japan. 

"We have to break the cycle of widen- 
ing our trade deficit with Japan the more 
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South Korean capital spending surges 
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Reflex Action 


Yen sensitivity of South Korea's exports 
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we export," says Chun. "That is what's 
happening now. The more Korea exports 
electronics, the more parts we buy from 
Japan, and that raises the import cost." 

To date, however, such efforts have 
been piecemeal. Kia Motors, for instance, is 
undertaking the costly design of new 
models. And the company has joined with 
Daewoo to develop car components and 


thereby cut production costs. 
S to emphasise capacity expansion 

rather than product improvement. 
Car makers overall are planning to increase 
capacity to 5.1 million vehicles by the end 
of 1997, up from an estimated 2.9 million 
in 1994. Although capital investment in 
steel rose to US$3.7 million in 1991 from 
US$1.9 million in 1986, the money appears 
largely to have funded a doubling in ca- 
pacity. And in 1993, investment in steel fell 
back to US$2.4 million. Meanwhile, the 
electronics and auto industries spend half 
their annual investment on capacity expan- 
sion, and relatively little on research and 
development. 

True, the proportion of investment that 
South Korea allocates to factory automa- 
tion and R&D is rising. But it is still small 
relative to other countries. Between 1986 
and 1993, South Korean companies in- 
creased spending on factory automation to 
4.6% of all investment from 2.8%. Spend- 
ing on automation this year is expected to 
rise to about 3% and R&D outlays are fore- 
cast to jump to nearly 9%, according to the 
BOK. Spending on capacity expansion 
dropped to 72.8% from 80.8% during the 
same period, but is forecast to rise again to 
76% in 1994. 

However, South Korea does have some 
encouraging structural and macro- 
economic factors going for it now that 
didn’t exist in the mid-1980s. For one, Ja- 
pan has graduated from producing the 
kinds of medium-tech electronic products 
and home appliances that are among South 


till, key export industries continue 
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Korea's strongest export categories. Even 
without the yen's appreciation, South 
Korean firms would be able to gain signifi- 
cant market shares in these product lines. 
South Korea has also moved to diversify 
its export markets. 

Moreover, many firms are trying to 
boost their competitiveness by setting up 
overseas production bases in places with 
low labour costs. A substantial exodus is 
taking place of companies headed to China 
and Southeast Asia. Daewoo, for example, 
plans to set up production facilities in Chi- 
na's Shandong province to make compo- 
nents for 300,000 vehicles. 

"Setting up plants overseas will increase 
margins for local companies and help them 
hold on to the market share once yen 
appreciation is no longer a factor," says 
Min Byung Kwan, general manager for re- 
search and planning at Daewoo. 

This trend runs counter to Seoul's 
avowed goal of building a more value- 
added manufacturing base at home (it also 
mirrors Japan's own overseas-production 
drive). But, like it or not, South Korea is 
still heavily dependent on light industry. 

Another reason why South Korea will 
be better able to weather a weakening of 
the yen, analysts say, is that this time its 
domestic economy is on the upward leg of 
the business cycle. Recovering markets in 
the United States and Europe will also 
help. 

A further important difference between 
the country's present economic direction 
and that of the 1980s is the political leader- 
ship controlling it. Businessmen blame 
former Presidents Chun Doo Hwan and 
Roh Tae Woo — both former army gener- 
als — for heavy-handed and ineffective 
economic initiatives. Roh, in particular, is 
accused of following policies that ignored 
industrial competitiveness, set off a domes- 
tic construction boom and caused the 
economy to overheat. 

Although President Kim's detractors 
say the pace of his reform and internation- 
alisation efforts is too slow, they appear to 
agree he is headed in the right direction. 

One encouraging sign, the analysts say, 
is that the government has rolled back the 
safety net that has traditionally protected 
companies — especially smaller ones — 
from bankruptcy. In addition, policymak- 
ers realise they will have to end many of 
the subsidies that prop up ailing com- 
panies; the spur for these changes is Seoul's 
hopes of joining the OECD, the club of rich 
nations, in 1996. This change in the gov- 
ernment's attitude has not been lost on lo- 
cal businessmen. 

"Unlike during the 1980s," says Yoo 
Jang Hee, president of the Korea Institute 
for International Economic Policy, "Korean 
businessmen can not rely solely on gov- 
ernment favours gained through personal 
contacts or improper lobbying. They will 
have to survive on their own merits" m 
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POLICIES 


Yen for Attention 


Fred Bergsten, mover of currency markets 


By Nigel Holloway in Washington 


red Bergsten likes to tell the story of 
how Lloyd Bentsen treated a Japan- 


ese audience to a little spelling lesson 
on his first trip to Tokyo in April 1993. The 
audience was told, according to Bergsten, 
that "the Secretary of the Treasury's name 
does begin with B, E and end with E, N, but 
it’s Bentsen.” 

The fact that the head of the U.S. Treas- 
ury should make such a self-deprecating 
joke says much about Bergsten’s clout. The 
fact that Bergsten himself delights in re- 
counting the tale says a lot about the man 
and the manner in which he cultivates his 
image of influence. 

From his pulpit at the Institute for In- 
ternational Economics (IIE), the Washing- 
ton think-tank he founded in 1981, 
Bergsten has extended his influence far and 
wide, but nowhere more so than in Japan. 
His views on the future of the yen have 
sometimes moved the currency markets. 

Bergsten’s influence, among govern- 
ments as well as investors, shows just how 
far somebody can advance if he has a sharp 
mind, a good sense of timing and the gift 
of the gab. “What he says is simple and 
very easy to understand,” says a Japanese 
economist in Washington. Adds Hobart 
Rowen, a columnist at The Washington Post: 
“He has very assiduously cultivated the 
press — he’s a master of public relations.” 

His claim to fame in Tokyo, at least, 
rests on his advocacy since the mid-1980s 
of a higher yen as a means of cutting Ja- 
pan’s huge current-account surplus. In 
January 1993, he called for the yen to 
strengthen quickly to ¥100 to the U.S. dol- 
lar from ¥120. And when the yen reached 
that level in the middle of this year, 
Bergsten said the Japanese currency might 
have to go to ¥90 if the country’s external 
surplus didn’t diminish quickly. 

Now, he says, the rise has gone far 
enough. “¥100, plus or minus a few per- 
centage points, is about right” to halve Ja- 
pan’s current-account surplus to 1.5-2% of 
GNP within two or three years, he says. 

Actually, Bergsten has been calling for 
a stronger yen since the early 1980s, when 
one dollar bought 240 yen. Now it buys 
only 100 yen — yet Japan’s surpluses re- 
main high; Japan’s current-account surplus 
has almost quadrupled from US$35 billion 
in 1990. That’s because the yen weakened 
sharply between 1988 and 1990, Bergsten 
says, causing Japanese exports to become 
more competitive and imports less so. 
When the yen weakened, “I predicted ac- 
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Bergsten: all for a stronger yen. 


curately that it would generate a big in- 
crease in the surplus in the 1990s . . . No- 
body else predicted it,” he says. 

Currency traders take notice of Berg- 
sten’s predictions. That’s because many re- 
gard him as a “stalking horse for the Clin- 
ton administration,” says an investment 
banker. President Bill Clinton himself has 
sometimes argued that a stronger yen 
would curb Japan’s external surplus, while 
at other times he has said that he doesn't 
want to see a weaker dollar. 

So, how close to current U.S. policymak- 
ers is Bergsten, who was a Treasury official 
under President Jimmy Carter, a Democrat, 
in 1977-81? "I'm perceived to be close," he 
says with a laugh. "That's as far as I would 
го... It gets to my personal ties to the 
administration and that's something I don't 
really want to talk about . . . If you try to 
disabuse people of that perception, you 
probably reinforce it." 

As the 53-year-old Bergsten served in a 
senior post under Carter, he might be ex- 
pected to hold a high position in a Demo- 
cratic administration. Asked if he was dis- 
appointed in not getting a job in the Clin- 
ton administration, he replied: "No, I'm not 
disappointed. That is to say . . . there were 
very few jobs I would have accepted." 

In any case, many who watch the U.S. 
Treasury say Bergsten's influence among 
policymakers is not very great at all. In- 
deed, the key U.S. official in the currency 
markets, Treasury Undersecretary Law- 
rence Summers, is not the sort of person to 
take advice from anybody, except perhaps 
his bosses. Then again, the U.S. Treasury is 
not the only department responsible for 
economic policy; Bergsten is known to be 
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close to certain economic officials in the 
White House. 

"The people responsible for economic 
policy always discount what he says," says 
a financial consultant in Tokyo. "High offi- 
cials in Japan and the U.S. often try to dis- 
credit him." Yet she points out that gov- 
ernments in Tokyo and 
Washington haven't 
taken that tack since 
Bergsten began sug- 
gesting that the yen 
had appreciated far 
enough. 

Some argue that it 
matters less whether 
he really does have 
close ties to Clinton's 
top officials than that 
currency investors be- 
lieve it to be the case. 
But others are more 
sceptical. "I completely 
disagree ... that what 
he says has influence," 
says Kazuo Nuka- 
zawa, managing direc- 
tor of the Keidanren, 
an organisation that 
represents Japan's blue-chip companies. 
"Over the past 10 years, sometimes he has 
had influence and sometimes not." 

Bergsten says he had a hand in "the 
basic thrust" of the Framework Agreement 
that America signed with Japan in July 
1993. He says it "bears a noteworthy re- 
semblance" to proposals in Reconcilable Dif- 
ferences? United States-Japan Economic Con- 
flict, a book he co-authored. It was pub- 
lished a few weeks before the signing — 
an example of IE's knack of coming up 
with the right tome at the right time. 

Bergsten's sense of timing has occasion- 
ally deserted him, though. For instance, in 
early 1977, as a 36-year-old Treasury assist- 
ant secretary, he spoke in New York about 
a new policy a few hours before his boss, 
Michael Blumenthal, revealed the same 
news in Tokyo. Bergsten blames the Treas- 
ury press office for poor coordination, but 
the head of public affairs at the time, Joe 
Laitin, says it had nothing to do with his 
department. ^Freddie's problem was that 
he never met a headline he didn't like. 
Make that love. The only thing that saved 
him from professional oblivion was his tal- 
ent for economic analysis," says Laitin. 

Bergsten seems a lot more sure-footed 
over another project: the Eminent Persons 
Group, which he chairs and which advises 
the 18 members of the Asia-Pacific Eco- 
nomic Cooperation (Apec) forum, due to 
meet in Indonesia in November. Bergsten 
was due to present the group's latest re- 
port on the future of Apec to President 
Suharto in Jakarta on August 30. He says 
this year's report will "put flesh on the 
bones" of last year's document, which 
sketched out a vision for the forum. m 
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Full House 


hese days, Rajendran Menon finds 
his job is a thankless one. The direc- 


| tor of Kuala Lumpur-based adver- 


tising agency Laila Johari Associates says 


| placing job ads for companies seeking staff 
| is often futile. “Sure, they get applicants, 


but nobody with experience," he laments. 
"You can't even get good secretaries these 
days." 

Menon's predicament reflects one of the 
stresses of a booming economy entering its 
eighth straight year of growth. The central 
bank forecasts that the economy will ex- 
pand 8.4% in 1994, almost equalling the 
1993 performance. The first quarter saw an 
expansion of 8.5%, compared with 7.5% in 
the corresponding period last year. 


|. Mustafa Mohamad Nor, chief economist at 


Arab-Malaysian Securities, estimates sec- 

ond-quarter growth at 8.6%. 
Manufacturing, construction and serv- 

ices continue to power the expansion. In 


| the first quarter, manufacturing grew by 


13.8% over the same period last year, con- 
struction was up 12% and services posted 
a 9.7% gain. If laggard agriculture were 


| excluded from the GDP calculation, first- 


quarter growth would have been closer to 
10%. Agriculture, which has been dogged 
by weak prices and a ban on log exports, 


| chalked up only 2.3% growth in the first 


quarter. 

On the downside, growth has led to a 
tighter labour market, staff poaching and 
wage increases. "People are simply jump- 
ing jobs," says Menon. Moreover, new-job 


| creation has fuelled salary rises. The launch 


of two newspapers this year, for instance, 


. saw journalists leaving the traditional dai- 


lies to take on new jobs that paid double or 
triple their previous salaries. Job-hopping 
has hit other sectors as well. Bank Negara 
Governor Ahmad Mohamed Don warned 
on August 22 that staff pinching in the 
finance industry has reached “unaccept- 


| able" levels. Arab-Malaysian Securities pre- 
| dicts unemployment will fall to 2.8% this 


year from 3% in 1993. 
Curiously, wage rises don’t seem to 


_ have spurred inflation. Consumer-price in- 


flation was running at 2.9% in July, slower 
than the 3.2% posted in June. The central 
bank thinks the rate can be capped at 4% 
for 1994 as a whole. Others are less opti- 
mistic. Crosby Research forecasts an infla- 
tion rate of 5.4% and warns that “underly- 
ing inflation is now the highest since the 
oil crisis of the early 1980s.” 

Previously, the central bank seemed 
content to fight inflation with high interest 
rates. But that attracted huge international 


FAR EASTERN ECONOMIC REVIEW 


inflows. So the bank has changed tack and 
gone with market forces. To try to keep 
imported inflation out, the Malaysian ring- 
git has been allowed to strengthen to 
M$2.55 to the U.S. dollar from M$2.69 at 
the end of December. 

Meanwhile, the central bank has been 
trying to reduce money-supply growth, but 
slowly, so as not to derail growth. M3, the 
benchmark broad-money indicator, was up 
21.8% year-on-year in May; that was below 
the 24.4% rate in December. The May fig- 
ure, however, is still considered high by 
economists. Crosby Research says M3 
growth should optimally be around 18%. 

All this has resulted in excess liquidity, 
which has driven down interest rates. The 
three-month Kuala Lumpur interbank 
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offered rate has dropped to 4.5% from 6.5% 
in December. 

In turn, liquidity is fuelling consump- 
tion. The result: a trade deficit as imports 
rise and goods that would have been ex- 
ported are diverted to the domestic mar- 
ket. The merchandise-trade balance for the 
first four months showed a deficit of M$1.2 
billion (US$470 million), against a surplus 
of M$1.8 billion a year earlier. Imports for 
the period surged 34%, whereas exports 
grew 23%. 

The deficit did nothing to dent the first 
four months' overall balance of payments, 
with capital inflows producing a surplus 
of more than M$11 billion. This was added 
to the central bank's reserves. At the end of 
June, the bank’s reserve position amounted 
to M$88 billion, up from M$75 billion in 
December. ш S. Jayasankaran 
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BOI FAIR '95 -- Your Window on Thailand's State of the Art in Seven Industrial Sectors: 


Agro-Industrial Products; Construction Materials; Transport and Related Industries; Telecommunications; 
Electronic and Electrical Products; Petrochemicals and Related Products; and Light Industries. 


Where: Laem Chabang Deep Seaport, Sukhumvit Road, Km. 126, Chonburi (120 kms. from Bangkok) 


For additional information on the Fair, please contact: 
BOI Fair '95 Coordinating Center at the Office of the Board of Investment 
555 Vipavadee-Rangsit Road, Bangkok 10900, Thailand 
Tel: (662) 537-8111 ext. 3001, 3004, 4021; Fax: (662) 537-8105, 537-8130 
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TECHNOLOGY THAT 
WORKS FOR LIFE 





Through commitment, 
innovation and an emphasis 
on total quality, 

Samsung has become one 

of the world’s fastest 

growing technology resources. 
Samsung is not only on 

the forefront of electronics, 
but has received world- 

wide recognition for advances 
in engineering as well. 

Below are just a few examples 
of how Samsung quality 

and technology are working 
for everyone. 

For more, write 

C.P.0. Box 1580, Seoul, Korea. 
Phone (02) 724-0177. 


Fax (02) 724-0198. 


ELECTRONICS 

199-gram cellular phone 
High-definition TV 

64M DRAM semiconductors 
Notebook PC 


Home service robot 


ENGINEERING 

Offshore oil and gas platform 
Aerospace 

Dozers, excavators and loaders 
Chemicals 


Double-hull oil tankers 
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down to 
earth 
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while you're 
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air. 


As one of the world's leading 
airlines, Dragonair 
understands that the 
frequent business traveller 
needs to keep in touch 
with what's going on in Asia. 












That's why it provides 
executive passengers with 
Asia's most authoritative 
publication. 
The Far Eastern 
Economic Review. 
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| By Rowan Callick : 
| T he executives who run Bougainville 


| had retaken the mine, 


| On August 27, rebel 


. San Kauona, a former 


| talks yet. Will share- 
| again? 


| blamed for scepticism. 
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Papua New Guinea troops recapture Bougainville mine 








Copper must think they’ve heard it 
all before. The company controls the 
huge Panguna copper mine, on Bougain- 
ville Island. Before secessionist rebels 
closed it in 1989, the mine was crucial to 


| the economy of Papua New Guinea, to 
» which the island belongs. When а 1991 


peace accord raised hopes of reopening the 
mine, Bougainville Copper's shares soared 


. 30% on Australia's stockmarket. The ac- 


cord came to nought, and the share price 
stagnated. 

At the end of August, the shares leapt 
again, by 17% to 98 Australian cents (74 
U.S. cents). The news 
this time: PNG forces 


which had been in rebel 
hands since early 1990. 


military commander 


PNG army lieutenant, 
met PNG officials in 
Honiara, capital of the 
neighbouring Solomon 
Islands, to start the most 
promising round of 


holders be disappointed 
They could hardly be 


Unless the talks produce 
a quick resolution, the 
rebellion, which began 
in late 1988, will soon 
have run longer than 


| World War II. The two 


sides have set an agenda and a timetable 
for a ceasefire, and PNG Deputy Prime 
Minister Julius Chan has said he will attend 
the talks. (Chan has said he will run for the 
premiership, vacated by Paias Wingti on 
August 30 after the Supreme Court an- 
nulled his September 1993 re-election.) 
The parties will also discuss the possi- 


. ble creation of a South Pacific peacekeep- 
_ ing force to oversee the ceasefire. Other is- 
| sues on the list include normalisation of 


communications throughout the island, an 


| amnesty and compensation, as well as the 
. holding of a pan-Bougainville peace con- 
. ference before year's end. (The 1991 accord 


included similar provisions.) 
The trigger for the latest talks appears 


| to be the recapture by PNG troops of the 
| Panguna mine, depriving the rebels of their 
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A Real Minefield 






former headquarters and last major strong 
hold. After clearing away sabotaged pylon 
and working their way up a 17-kilometr 
jungle road, the troops took possession c 
the administration buildings — nickname 
the “pink palace" — of the six-square 
kilometre mine site, and soon prompted 
white flag from the nearby home c 
supreme rebel leader Francis Ona. 

“Getting in to Panguna is an histori 
time for Papua New Guinea, because [th 
rebellion] started from there,” said Premie 
Wingti. “Panguna is the heart, the centre c 
everything." 

Still, he warned, "the country's wor: 
crisis in lives and in economic terms sinc 
World War П” is far from over. Соуеп 
ment troops suffere 
relatively serious losse 
following the recaptur 
making clear the impo: 
sibility of PNG's wir 
ning such a guerilla wé 
by sheer force of arm 
The pit of the coppi 
mine is effectively indi 
fensible, except wit 
considerably greater a 
cover than PNG ca 
currently muster. 

Though the rebe 
appear unlikely to г 
gain a major strateg 
foothold, the mine 
unlikely to reopen ar 

...$ time soon. If that 
~ bad for shareholders 
_ ** Australian-based CR 

Bougainville Copper 
parent, it is worse Ё 
locals. In its last yea 
of operation, the mil 
generated about 15% of the PNG Go 
ernment’s revenues and 40% of foreig 
exchange earnings. The latest central-ba: 
figures, for June, showed the country 
reserves had. slumped to US$45 millio 
less than two weeks' imports. Gover 
ment workers, including soldiers, cor 
plain they've not been paid for seve! 
months. 

CRA Managing Director Leon Dav 
who worked at the mine in the 197! 
maintains that reopening it won't be pos 
ble until there is a political settlement « 
compassing all of Bougainville, and ur 
Bougainville’s people support the co 
pany's return. CRA estimates it could « 
up to US$450 million to re-establish t 
mine, of which the PNG Government ow 
19.1%. 
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TRADE 


Electric-Shock Therapy 


U.S. adjusts tactics in power-cable dispute with Japan 


By Nigel Holloway in Washington 


hen it comes to prising open 
W s markets, the United 

States usually employs a crowbar 
for the job. But in the case of the Japanese 
market for electricity cables, Washington is 
picking the lock, a subtler approach that 
may be starting to yield results. 

Japan's market for power cables came 
to the attention of the U.S. administration 
last year, when Southwire, America's larg- 
est maker of copper and aluminium elec- 
tricity cable, publicly complained about 
the problems of selling large-diameter 
cable to Japanese utilities. The Georgia- 
based company had been trying to sell its 
wire to firms such as Tokyo Electric Power 
Co. (Tepco) for five years, with little suc- 
cess. 

Indeed, an investigation by the office of 
the U.S. Trade Representative (USTR) found 
Japanese utility procurement was a huge 
market in which foreign suppliers hardly 
figured at all. According to unofficial esti- 
mates, Japan's 10 private utilities and two 
power wholesalers buy materials worth Y2 
trillion (US$20.5 billion) a year, but only 
Y50 billion of that comes from overseas. 

It might have seemed logical for the U.S. 
to have included power cables within the 
current "framework" talks on Japanese 
procurement of telecoms and medical 
equipment. Under Title VII of America's 
1988 Trade Act, the president has the 
power to take "appropriate" action if al- 
leged discrimination against U.S. products 
isn't effectively addressed. The deadline for 
an agreement between the two sides under 
Title VII is September 30. 

Instead, the office of the USTR buried its 
complaints about Japan's closed market in 
the annual National Trade Estimates report 
on foreign trade barriers. The report, pub- 
lished on March 31, said several U.S. com- 
panies had complained about the Japanese 
"standards-setting process" for power-gen- 
eration equipment procurement. 

The Japanese utilities took the disclo- 
sure to heart. "It was a very calculated ploy 
to go public in a low-key way," says a 
Washington-based consultant to Japanese 
companies. "Their representatives here 
read [the report] as closely as the Dead Sea 
Scrolls. The Japanese went nuclear when 
they saw it." 

Then, in an unprecedented move, the 
U.S. ambassador to Japan, Walter Mondale, 
sent personal invitations to all 12 firms to 
attend a seminar in New Orleans. The 
event, to be held on September 12-14, is 
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Kantor: Super 301 cudgel. 


being organised by the Departments of 
Energy and Commerce. There, the Japa- 
nese will be asked to provide "definitive" 
information on their purchasing require- 
ments. 

The Japanese power companies had al- 
ready been feeling the heat. In March, USTR 
Mickey Kantor announced that President 
Bill Clinton was reinstating the trade law 
provisions known as Super 301. On Sep- 
tember 30, the USTR will identify “priority 
foreign country practices,” the elimination 
of which would help boost U.S. exports. 
Japan is widely regarded as the prime tar- 
get for trade action under Super 301. 

Among those Japanese taken aback by 
the citation in the National Trade Esti- 
mates report was Kiichi Suganuma, 
deputy manager of international procure- 
ment at Tepco, the world’s largest private 
electricity supplier. “I was very shocked,” 
he says. “1 still can’t understand it.” 

Suganuma’s shock 
goes to the heart of the 
current impasse in 
trade relations between 
Japan and the U.S. The 
experience of Tepco 
and Southwire in do- 
ing business with each 
other exemplifies how 
the perceptions of the 
two sides can be so dif- 
ferent — and how this 
can lead to government 





3 





ower Play 





power companies have issued English-lan- 
guage procurement catalogues outlining 
their requirements. Their efforts have had 
some effect — Japan's total overseas pur- 
chases have risen slightly, but not nearly 
enough to satisfy firms such as Southwire. 

Initially, Tepco and Southwire seemed 
like natural partners. They were the largest 
firms in their respective fields. The strong 
yen was forcing Tepco to look for cheaper 
cable and Southwire could provide what 
Tepco wanted for 20-30% less than its 
Japanese competitors. 

At first, everything seemed to go well. 
Tepco started buying small quantities of 
narrow-gauge wire from Southwire in 
1992. Next came large aluminium wire 
with a steel core, the type used by power 
stations to transmit electricity. 

Then difficulties arose. Tepco had to 
evaluate the quality of the conductor in the 
larger cable; if it is poor, it can cause black- 
outs. "Evaluation of such an important 
product is very slow and very careful," 
explains Suganuma. 

Too slow, it seems, for Southwire. It 
complains that Japan's product standards 
were in constant flux. Executives would 
regularly collect the specifications from 
firms such as Tepco. Then, while the firm's 
engineers tried to meet them, the specifica- 
tions would change — sometimes within 
two weeks. Southwire concluded it was not 
being treated in the same way as a Japan- 
ese supplier. 

Suganuma denies charges of discrimi- 
nation. He claims Japanese companies go 
through the same hoops. But he concedes 
that Tepco's engineers still haven't finished 
evaluating Southwire's large conductor ca- 
ble. 

Still, things seem to be taking a turn for 
the better. "We are making some inroads 
into the Japanese market," says Nancy 
Fulginiti, a spokeswoman for Southwire. 
She declined to elaborate. Now other 
Japanese utilities, such as Kansai Electric 
Power, have announced buying missions 
to the U.S. In July, Chugoku Electric Power 
announced an "action plan" for the 
promotion of imports. 

While the Clinton 
administration is tak- 
ing a low-profile ap- 
proach, Takakazu 
Kuriyama, Japan’s am- 
bassador to Washing- 
ton, says the two gov- 
ernments should step 
back completely from 
the issue. “To bring 
every single issue to 
the government level 
even before the two 
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Feeling lucky: Malaysian punters at a gaming outlet in Kuala Lumpur. 





Place Your Bets 


Malaysia has produced a slew of highly successful gaming 
concerns that are among the country's leading corporations. 
Now, they're looking for ways to invest their huge earnings. 


By Jonathan Karp in Kuala Lumpur 


my During a recent trip to Bra- 
E* zil, Malaysian economist 
Jomo Kwame Sundaram 
travelled to the stunning 
| Iguazu waterfalls in the 
southern rainforest. Cross- 
ing into jo Argentina for a closer view, Jomo 
discovered that the dense jungle wasn't the 
only reminder of home. He was greeted 
there by a sign trumpeting Argentina's first 
privately owned casino. Listed among the 
project's partners: a unit of Tan Sri Vincent 
Tan's Berjaya Group, a conglomerate built 
around a numbers-betting concession in 
Malaysia. 

Jomo, a University of Malaya professor, 
is struck by an irony. "Malaysia has Islamic 
pretensions," he says, "yet its best-known 
companies abroad are in the gaming busi- 
ness." To some, that is neither paradox nor 
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vice. "If there is one business in which 
Malaysian companies can become multi- 
nationals, it’s gaming," says Yeoh Keat 
Seng, research director at Crosby Securities 
(Malaysia). 

Indeed, years of spectacular growth 
have confirmed gaming operators as some 
of Malaysia's most powerful corporate 
players. Of the country's 10 largest com- 
panies by market capitalisation, three are 
gaming firms; only two are banks (see 
chart). Together, the five main gaming 
groups account for more than 10% of the 
Kuala Lumpur Stock Exchange's value. 
Fuelled by rapid economic growth that has 
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raised personal incomes, and nurtured by 
ambitious, politically savvy entrepreneurs 
like Tan of Berjaya and Ananda Krishnan 
of Tanjong, gaming firms have reaped 
enormous profits. 

Now comes the hard part. Coffers bulg- 
ing with about US$1 billion in cash, these 
companies face a classic boardroom di- 
lemma: what to do with all that loot? "You 
can't just keep cash, you know,” says 
Datuk Yap Tong Seong, managing director 
of Mycom, a numbers-betting operator in 
Sabah state that is aggressively diversify- 
ing. "What's the value of cash? Peanuts." 

Three development strategies are 
emerging as Malaysia's gaming firms 
approach a period of slowed earnings 
growth. 

One approach is to expand gaming op- 
erations overseas — hence Berjaya's foray 
into the wilds of South America. A second 
option is to branch out into other indus- 
tries. An example is Genting, the 100%- 
owner of Malaysian casino monopoly Re- 
sorts World, which has said it will pay 
M$810 million (US$313 million) for a pa- 
per plant and power station in Malaysia. 
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The third strategy: re-position as an enter- 
tainment company and offer new products 
for your gaming customer base, as Tanjong 
plans to do through telecommunications 
and interactive media. 

To hedge their bets, most firms are pur- 
suing more than one track at a time. 
Hoarding about M$500 million, horse-rac- 
ing and numbers operator Tanjong has two 
business-development teams: one for gam- 
ing-related ventures and one for "other." 
The peripatetic gaming team recently 
bounced between Australia, Taiwan, Viet- 
nam and South Africa sniffing out areas in 
which to apply their management know- 
how. Last year, Tanjong tried but failed to 
buy London bookmaker William Hill. 

The non-gaming side is more problem- 
atic. "Can we run a hotel better than Rob- 
ert Kuok?" asks a Tanjong executive, refer- 
ring to the Malaysian magnate who con- 
trols the luxury Shangri-La chain. “Why 
not give this money back to shareholders 
and let them buy his stock? Several gam- 
ing companies are in this predicament,” he 
adds, speaking on condition of anonymity, 
as preferred by many Malaysian gaming 
sources. 

Even when gaming firms stick to areas 
in which they have expertise, they are vul- 
nerable abroad. Kuala Lumpur share prices 
soared last year, partly on expectations of 
easy profits from gaming ventures in 
China and the Philippines. Malaysian gam- 
ing shares rose 179%, versus 10246 for the 
Kuala Lumpur Composite Index. The feed- 
ing frenzy started after Magnum Corp., 
Malaysia's largest numbers-betting opera- 
tor, announced it was China-bound. This 
year it retreated after failing to obtain Bei- 
jing's endorsement of its gaming licences, 
though it is still developing property in 
China. 

In its own charge into China, Berjaya 
has settled for contracts to 
manage so-called social wel- 
fare lotteries in six cities. But 
analysts say several opera- 
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Dressing up for a Genting flutter. 


Lumpur analyst: “For different reasons, 
these overseas plans have fizzled.” So have 
gaming share prices: down 31% in the first 
seven months of 1994, as opposed to a 26% 
drop in the composite index. 


O ne of the biggest market casualties, 
Granite Industries, got walloped 
after its plan to supply 15,000 slot 
machines to the northern Chinese province 
of Heilongjiang met with chilly resistance. 
First, some halls were closed “for renova- 
tions.” Now, Granite confirms, it has had 
to accept far lower commissions than origi- 
nally negotiated. Still, neophyte hopefuls 
from Malaysia are hopping on the gaming 
bandwagon. Even a photo-album manu- 
facturer in Johor Baru is eyeing China's 
slot-machine business. 

In mapping out its future, Tanjong is 
eschewing China. It wants to cultivate an 
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existing market in Malaysia and 
Southeast Asia by capitalising on its 
ability to market entertainment. Talk 
to Tanjong Director Ralph Marshall 
about gaming, and you get a lecture 
on demographics. Marshall gives the 
impression that when he goes to the 
races, he's less interested in the horses 
than in the spectators. 

“It’s not so much gaming that we 
look at, it’s the customer base,” says 
Marshall, referring to business-devel- 
opment plans. Sure, managing horse- 
race betting and digit games is cen- 
tral to the plan, but Tanjong wants to 
reduce its dependence on gaming in- 
come to 40% from 100%. Gaming, as 
a play on rising wealth and consump- 
tion, has been a classroom for other 
marketing ventures. “Gaming has 
given us the means to address a base 
of 2 million consumers,” he notes. 
“And one thing this sector has a good 
feel for is how to tap disposable income.” 

In its short, five-year career in gaming, 
Tanjong has shown it may have a better 
feel than some of its competitors. Listed in 
London and Kuala Lumpur and controlled 
by Ananda through his Useha Tegas in- 
vestment-holding company, Tanjong oper- 
ates its gaming activities through wholly 
owned subsidiary Pan Malaysian Pools 
(PMP). Since 1988, PMP's numbers-betting 
turnover has leapt to M$1.3 billion from 
M$16.2 million. PMP has elbowed in to grab 
a 29% market share of the numbers game, 
the second largest after Magnumv's. Its 350 
betting shops boast the highest turnover 
per outlet. For horse-betting, PMP has in- 
creased turnover by 70% to M$738 million 
in the same period. 

Part of PMP's success is aggressive man- 
agement and marketing, analysts agree. 
But PMP has other advantages that could 
give Tanjong the inside track 
over rivals in garnering "en- 
tertainment" business. It has 
the only national concession 
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tional, fee and revenue-shar- Malaysia diis ear Gaming revenue as % of GDP to operate both numbers and 
ing details have yet to be companies by ma 10 horse-racing. Also, it is al- 
finalised. “Berjaya gets capitalisation lowed to use telephone bet- 


vague when you ask about 
their arrangements,” says 
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one analyst. Other com- 
panies’ gaming ventures in 
China have also hit snags — 
or details are so murky that 
analysts discount the 
projects in profit forecasts. 
And despite fresh deals 
struck by Malaysian prop- 
erty developers to get a cut 
of future hotel-casino com- 
plexes in the Philippines, 
hopes there have faded too. 
An earlier casino investment 
has been withdrawn, while 
two lottery projects are held 
up in court. Says a Kuala 
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ting. Customers for other 
gaming companies must 
place their wagers in person 
and in cash. 

In the first step to en- 
hance this telecommu- 
nications edge, Tanjong 
plans to introduce compu- 
terised tele-betting with per- 
sonal terminals like those 
used by the Royal Hong 
Kong Jockey Club. Personal 
computerised betting has 
greatly expanded turnover 
in Hong Kong. No doubt the 
same would happen in Ma- 
laysia — raising gaming's 
profile at a time when the 
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government is trying to lower it (see ассот- 
panying story). 

They nevertheless applaud Tanjong's 
strategy. "Blending gaming and media/ 
telecommunications, you have a perfect 
complement and a great company," says 
Chin Lim of Morgan Stanley in Singapore. 
Tanjong's Marshall says the.company is 
looking farther down the road to develop 
software and interactive programmes to 
expand its market beyond gamblers. 

“We're one of the biggest telecom-net- 
work users in the country," he says. "Gam- 
ing companies are thus well poised to pro- 
vide telecom and broadcasting companies 
with new products for a market that de- 
mands greater amounts of entertainment." 
Tanjong envisages providing game shows, 
sports-related events — and eventually 
home gaming. 

In its push to develop telecoms 
applications, Tanjong is well positioned. 
Tycoon Ananda also controls Binariang, 
which will operate Malaysia's first com- 
munications satellite, Measat I, due for 
launch next year. Separately, Ananda, a 
confidant of Prime Minister Datuk Seri 
Mahathir Mohamad, has licences to oper- 
ate a telephone service and satellite-TV 
stations. It's a safe bet that these will carry 
the pay-TV entertainment fare that 
Marshall and colleagues at Tanjong are 
dreaming up. * 
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Gaming concerns exist at the government's behest 






299 On а mountaintop in the 
E heart of Malaysia sits one of 
the world's largest casinos. 
It's the only legal gambling 
den in the mainly Muslim 
country, and the govern- 
ment keeps it on a short leash by making it 
renew its business licence every three 
months. 

That hasn't stopped tycoon Tan Sri Lim 
Goh Tong from building assets worth more 
than US$300 million around the casino, 
from hotels and high-rise condominiums 
to an amusement park and man-made 
lake. Toiling in the evening mist, workers 
are clearing land for new facilities, includ- 
ing a 1,000-room hotel to house future 
mobs of punters. Despite its short-term 
permit, in mid-August Genting Highlands 
Resort celebrated its 29th anniversary. 

Gaming seems to defy the odds in Ma- 
laysia, as Genting's experience suggests. 
That's because successive governments 
have adopted a pragmatic approach to an 
activity prohibited by Islam but craved by 
the ethnic Chinese who comprise about a 
third of Malaysia's 18 million people. 
Kuala Lumpur knew it couldn't stamp out 
the horse-race betting established during 
British colonial rule, the numbers games 
that were popular in tin mines, or the gam- 
bling at hill-station enclaves. So it opted to 
regulate gaming, privatise Malaysia's anae- 
mic state-run lotteries, and tax the trade. 

While officially frowning on gaming, 
the government nonetheless protects the 


| handful of gaming companies it allows to 


operate — most of them on annual licences. 
Revenues for these five firms — which in- 
clude casino and horse-race monopolies — 
have soared more than 20% annually in 
recent years to M$6.7 billion (US$2.6 bil- 
lion) in 1993, making gaming one of the 
hottest sectors of a sizzling economy. 

The government has frozen the number 
of gaming licences for years, and prohib- 
ited new sales outlets since 1991. While 
some state governments have banned bet- 
ting, federal authorities are unlikely to 
close down gaming operations. That would 
only shift cash to the blackmarket, which 
by most industry accounts is still consider- 
ably larger than legal gaming. Moreover, 


| the treasury would forfeit tax revenues that 
| analysts estimate exceeded MS$1 billion last 


year. Estimate, because since 1992 the gov- 


, ernment has not revealed its gaming-tax 


receipts, apparently so as not to draw at- 


| tention to gaming. 


Indeed, "gaming companies walk a 
tightrope,” says Yeoh Keat Seng, research 
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Raju: four-digit hopes. 


director at Crosby Securities (Malaysia). 
Sensitivities heighten in the run-up to gen- 
eral elections, and polls must be held by 
the end of 1995. "You can always tell when 
elections are coming," frets an industry 
executive, "because the [pro-government] 
press starts hitting out at gaming." 

Reflecting the touchiness, Genting — 
one of Malaysia's biggest companies — 
refuses to discuss casino expansion plans 
or divulge its tax bill, presumed to be 20% 
of gross casino receipts. A few months ago, 
the company told Phileo Peregrine Securi- 
ties only that "if there had been an increase 
[in tax] recently, it would not be signifi- 
cant." 

The tide may be turning a bit against 
the numbers operators. Each holds three 
weekly draws, staggered over five days. 
The government now wants to standardise 
the draws on three days to reduce gam- 
ing's profile. And in January, the Finance 
Ministry raised to 7% from 5% both the 
gaming tax (on gross turnover) and betting 
duty (on net turnover) for most numbers- 
betting firms. The increase, the first for 


"many years, followed a cut in Malaysia's 


corporate tax. It's also not bad politics be- 
fore an election. 

The tax increase could wipe 10-2276 off 
the numbers firms' operating profits this 
year. It has already dealt a sharp blow to 
their share prices. But the gaming com- 
panies are not cutting prize payouts, so the 
fundamentals remain strong: punters are 
streaming to Malaysia's 1,800 numbers-bet- 
ting shops, plunking down an average of 
M$10 a week for the chance to win a few 
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thousand ringgit. The games are a draw 
for Chinese in particular, many of whom 
put faith in numbers linked to horoscopes 
and dreams. The four-digit games are the 
most popular, spawning books that ascribe 
numbers to dreams and everyday experi- 
ences. Haunted by a ghost? Bet on 5062 or 
8062, says one guide book. Want to kill 
your landlord? Choose 5877 or 8877. 

"Numbers are a reference point, a part 
of life," says Tanjong Director Ralph 
Marshall. “It makes things easy. You don't 
have to think about the number; you've 
dreamt it." Or lived it. In a crowded Mag- 
num Corp. betting outlet in Kuala Lumpur 
on a recent draw day, an ethnic Indian 
named Raju has just put down M$2 on 
3815 — his former prison identity number. 

Off in Sabah state on Borneo, four-digit 
fever runs especially high. "Sabahans are 
bigger gamblers. They are in a far-flung 
place, like Alaska," says Datuk Yap Yong 
Seong, managing director of Mycom, 
whose subsidiary dominates the Sabah 
market. “What does a Chinaman do in 
Sabah? He gambles mahjong, he gambles 
poker, he gambles numbers." 

"These numbers games wouldn't suc- 
ceed as well in the West, where people play 
only to get rich overnight," says Tanjong's 
Marshall. "In Asia, they just want to play. 
For most, it's ‘frivolous money’ that would 
be spent on some sort of fun.” Still, the 
launch of cumulative jackpots that produce 
“instant millionaires” has been a bonanza 
for Berjaya Sports Toto, a another major 
gaming concern. 

To blunt Muslim criticism, Malaysia 
compels gaming companies to make dona- 
tions to charities and community bodies. 
Sports Toto, for one, must hand over 10% 
of profits to the National Sports Council. 
And Genting has built recreation facilities 
so that it can market its sprawling resort as 
a family holiday retreat for Malaysians and 
Asian tourists. Singaporeans account for a 
fifth of all guests. Children play video 
games or visit the virtual-reality hall while 
their parents play for real stakes in Casino 
de Genting. 

More than 24,000 people throng the ca- 
sino each day (allowing for some double- 
counting). A metal plaque outside the ca- 
sino forbids entry to any Malaysian Mus- 
lim by order of the sultan of Pahang state. 
Muslims from Indonesia and other coun- 
tries are free to enter — and they do. 

An oft-told story goes that Genting boss 
Lim originally got permission for the ca- 
sino because its perch on a 1,700-metre 
mountain 58 kilometres from Kuala 
Lumpur was out of sight and out of mind. 
The access road was steep and winding, in 
theory limiting the journey's appeal. There 
was even the occasional bandit. Now, with 
security checkpoints and a wider, privately 
built highway, the biggest peril to gamblers 
is the crush of drivers racing for the sum- 
mit. ш Jonathan Karp 
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Lucky 
Numbers 


Sabah lottery finances 
Mycom chief's comeback 


Datuk Yap Yong Seong 
scrawls excitedly as he dia- 
grams the holdings of his 
flagship Mycom Corp. A 
spoke here for a Malaysian 
property subsidiary. A 
spoke there for food ventures in China. 
Other branches lead to palm-oil planta- 
tions, rubber factories, even cars — along 
with Tommy Suharto, son of Indonesia's 
president, he recently bought a stake in 
Italian sports-car maker Lamborghini. 

What about timber? “Oh, you're right. I 
forgot," apologises Yap, Mycom managing 
director. "It's one of the main industries," 
he says, returning to the blackboard in 
Mycom's boardroom to squeeze timber in 
between a brokerage firm and a construc- 
tion company. 

Amassing these interests was no mean 
feat for a man whose property empire was 
nearly buried by debts of M$600 million 
(US$232 million) and scores of lawsuits 
stemming from Malaysia's 1986 recession. 
А former police Special Branch intelligence 
officer, Yap, 52, toughed out the hard 
times, using undercover and diversion 
skills acquired in the fight against commu- 
nism to engineer his return to the business 
arena. At the heart of the corporate tangle 
he has drawn is another, equally impor- 
tant factor in his comeback: lotteries. 

Since 1990, Mycom, the smallest of Ma- 
laysia’s listed gaming concerns, has con- 
trolled Lotteries Corp. (Sabah), the domi- 
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nant numbers-betting operator in the east- 
ern state of Sabah. Lotteries Corp. is now 
directly owned by Mycom’s 51%-control- 
led subsidiary Olympia Industries, which 
the irrepressible Yap lost, then recovered 
and revitalised last year as a gaming and 
property arm. Avid Borneo punters con- 
tributed 87% of Mycom’s M$83.4 million 
pre-tax profit for the year ended June 30, 
1993. Mycom earned slightly more than 
that in the first six months of fiscal 1994. 

Now sitting on more than M$200 mil- 
lion in cash, Yap is bent on diversifying his 
revenue base and building a grand con- 
glomerate. “I don’t see gaming as a very 
long-term operation,” says Yap, who used 
to shut down illegal numbers games as a 
vice-squad officer before joining intelli- 
gence. “We must look forward into other 
areas to balance the income.” 

Hardly a week passes without reports 
of new Mycom ventures. One focus is 
China, which Yap recently visited as part 
of a Malaysian delegation led by Deputy 
Prime Minister Datuk Seri Anwar Ibrahim. 
In China, Yap is bullish on beer and soft 
drinks. “The way I see it,” he says, “as they 
get more affluent, they'll drink less Chi- 
nese tea. They'll upgrade to beer, and then 
to brandy." 

Problem is, a lot of competitors also see 
it that way. After a much-publicised 
memorandum of understanding to invest 
Rmb 175 million (US$20 million) in Beijing 
Brewery last year, Yap was pipped by a 
higher bid from Oei Hong Leong, a Hong 
Kong-based financier. Yap says Mycom is 
once again poised to invest, this time Rmb 
1 billion in two beverage plants. But these 
days he's more cautious about showing his 
hand — he won't reveal his partners. 

Property development will form a pil- 
lar of Yap's Malaysian investments. A low 
point of his financial woes was being 
stripped by creditors of his Singapore 
Hyatt Regency Hotel in 1986 amid allega- 
tions of accounting improprieties. Symbol- 
ising his return to corporate prominence 
will be a towering M$570 million complex 
in central Kuala Lumpur featuring a Grand 
Hyatt hotel, shopping mall, and apartment 
and office buildings. The complex will 
house the headquarters for Mycom, Olym- 
pia and his family-held Duta Group, from 
which he earned his nickname, Duta Yap. 

Resource-based industries are to consti- 
tute another pillar of Yap's empire. In the 
last year, he has negotiated to buy more 
than 9,000 hectares of plantation land. In 
March, he entered the timber business 
through a planned M$350 million purchase 
of UNP Plywood, an integrated processing 
complex with a land concession in Sabah. 
"You know, it takes something like 40 
years to grow a tree," says Yap, confident 
that timber's price will only rise. 

These acquisitions still require regula- 
tory approval. Baring Securities estimates 
that if successful, the timber deal alone 
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could generate M$130 million in profits 
over the next two years and boost Mycom's 
earnings by 29% for fiscal 1995. At the 
same time, analysts caution, a series of pro- 
posed rights issues to help pay for the 
Mycom and Olympia shopping sprees 
could sharply dilute per-share earnings. 

Analysts are also sceptical of Yap's 
gamble on the high-performance car mar- 
ket through his 25% stake in Automobili 
Lamborghini, bought from Chrysler Corp. 
Yap and his partners plan to market 
Lamborghini's raging-bull logo on sports 
goods, develop small cars and build four- 
wheel vehicles. "Of course, we won't stop 
there," says Yap, returning to China. "We'll 
be in a position to transfer technology to 
China on our terms and get franchises to 
market other makes [of car] there." 

Belying Yap's gospel of diversification, 
Mycom's most recent deal was the US$5 
million purchase in late June of a control- 
ling stake in a firm that 
owns a year-old lottery 
in Papua New Guinea. 
At US$10-15 million an- 
nually, the country's 
gaming turnover is 
small, but it could gen- 
erate a tidy profit. 
Mycom also hopes the 
venture will be a means 
to another end: timber 
concessions in the 
thickly forested country. 

Perhaps Yap's most 
ambitious plan is right 
at home in Malaysia, 
where he wants to ex- 
pand out of Sabah. 
There have been advan- 
tages to operating in 
Malaysia's most remote 
state. Instead of having 
to renew its operating licence annually like 
Malaysia's other numbers operators, Lot- 
teries Corp. received from the state gov- 
ernment a 25-year licence that expires in 
2013. 

Since starting up in 1988, Lotteries has 
built Sabah's largest network of sales out- 
lets (190 out of 390 total), and controls an 
estimated 75% of the Sabah gaming mar- 
ket. But it faces mounting competition from 
Magnum Corp. and Berjaya Sports Toto, 
and Yap feels the market is saturated. 
Complicating matters, Sabah's authorities 
in April proposed slashing the number of 
betting outlets in half by January 1995. 
Analysts say this move will only increase 
illegal gaming. No final decision has been 
made. 

Yap's double-barrel strategy: grow a 
50%-owned state lottery in neighbouring 
Sarawak (he says it has just been re- 
launched after a two-year suspension) and 
open hundreds of outlets in peninsular 
Malaysia. Given a three-year-old freeze on 
outlets and a looming general election in 
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Mycom's Yap: saved by the lottery. 


Malaysia, the second scheme has drawn 
serious doubts. "We find these aggressive 
expansion plans rather surprising, in view 
of the political sensitivities surrounding 
gaming activities," Barings wrote in a June 
report. “But the company is very confident 
that its proposed expansion will be allowed 
to go through." 

Yap declines to discuss the expansion 
to West Malaysia, but clearly Mycom feels 
the Ministry of Finance owes it one. The 
ministry took over jurisdiction of gaming 
in 1992 and unified the gaming laws na- 
tionally. That allowed competition to move 
from the peninsula into Borneo. Mycom 
wants to go the other way. In a move that 
could offer a hint at the outcome, in June 
Mycom appointed a new director: the 
finance minister's brother. 

A cunning operator, Yap has had help 
from other influential associates during his 
career. Stripped of his listed companies 





accused of mismanagement and force 
underground to avoid creditors in thi 
1980s, Yap found a foil in Malaysian ty 
coon Quek Leng Chan of the Hong Leon; 
group. From 1989, Yap secretly controlle 
Mycom through nominees while the finan 
cial community believed it was a Hon; 
Leong company. Quek later sold hi 
group's 26.5% stake in Mycom, and it wa 
only in early 1993 — after he had settle 
his debts — that Yap was named tı 
Mycom's board and admitted openly h 
had turned the company around. 

Despite what some would call a cheq 
uered business career, Yap retains friend 
among the Malaysian police. For 20 year 
he has done business with and for th 
Koperasi Polis DiRaja Malaysia, or the pc 
lice investment fund. The fund, his partne 
in the Lamborghini purchase, holds 10.64 
of Mycom, making it the second-large: 
shareholder after Yap. "I brought them in, 
Yap says. "I should think they have neve 
made as much money as this." 

ш Jonathan Kar 
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Trauma on the Tarmac 


Philippine Airlines' troubles run deeper than labour strife 


By Rigoberto Tiglao in Manila 

mployees may have put down their 

picket signs and returned to work, 

but the troubles at Philippine Air- 
lines (PAL) are by no means over. Two 
strikes in as many months have merely 
served to highlight deeper problems that 
have plagued PAL since the Philippine 
Government moved to privatise it in 1992. 
At the root of the carrier's woes, say bank- 
ers familiar with the airline, is a volatile 
mix of public and private owners that have 
traditionally been at odds — and who dif- 
fer over how to run a business. 

Despite touting the airline as a model 
privatisation, government agencies still 
hold, directly or indirectly, the largest share 
in the company, or 46%. Tobacco and beer 
magnate Lucio Tan, who has been pursued 
by President Fidel Ramos' administration 
as an alleged tax-evader, is the largest pri- 
vate shareholder. He owns 34.2% through 
his controlling interest in PR Holdings, 
which owns 67% of PAL. 


"How can any company 
take off when each of the 
two partners don't get to- 
gether well, and have dif- 
ferent ideas about running 
it?" says a banker close to 
the airline. 

While the sides claim 
they can work together, in- 
dustry observers in Manila 
say the partnership was 
doomed from the start. The 
result is a management at 
war with itself, its staff and 
various government agen- 
cies, and an airline struggling with debts, 
rising costs and more competition. 

Is there no way out of this mess? Both 
sides think bringing in a foreign partner is 
the answer. Yet they differ as to who that 
partner should be. Tan, according to his 
brother Harry, hopes to link up with Ma- 
laysian hotel magnate Robert Kuok or Sin- 
gapore mogul Ong Beng Seng. But Carlos 
Dominguez, the airlines government-ap- 





Dominguez: which partner? 


pointed chairman, says negotiations are 
under way for government shares to be 
sold to American air-freight company DHL. 
“The deal would involve Continental Air- 
lines [DHL’s sister company], with PAL link- 
ing up with Continental's routes," he says. 

Any potential new owner would be 
buying into a carrier that 
appears to be heading into 
a nose-dive. For the year 
that ended in March, the 
company posted a P451 
million (US$17.2 million) 
loss. 

The two factors that 
pushed PAL into the red 
after two years of profits — 
higher maintenance costs 
and increased foreign-air- 
line traffic — have not been 
overcome in the current 
fiscal year. First, mainte- 
nance costs have soared 
because much of the work is being done at 
expensive rates abroad; the airline's local 
staff and spare-parts inventory cannot meet 
its needs, management says. Dominguez, 
however, says PAL's maintenance staff is 
being rebuilt after years of resignations, 
and that staff turnover has dropped since 
salaries were increased 30% during, 1993. 

Second, competition has increased be- 
cause the government's Civil Aeronautics 
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Board (CAB), which regulates the industry, 
has opened the door to more foreign air- 
lines in an attempt to boost tourism and 
gradually reduce freight costs. "Tourism 
and passenger demand just can't wait for 
PAL to get its act together," says CAB mem- 
ber Victor Limlingan. Dominguez says the 
carrier will lose P1.3 billion in annual reve- 
nue as a result of the move. 

PAL's two recent strikes have added fur- 
ther to its projected losses for the year. The 
first walk-out by the Philippine Airlines 
Employees Association (PALEA) on June 16 
followed a deadlock in wage talks. (The 
union represents 9,000 of the company's 
14,000 staff.) The one-day strike paralysed 
operations and cost P30 million, say PAL 
sources. President Ramos intervened in the 
dispute, prevailing on management and la- 
bour to sign an agreement "to promote an 
atmosphere of industrial peace." 

The peace didn't last long. In early Au- 
gust, PAL management fired 183 union 
members, including its 
president and all but 
four officials, saying the 
strike they led was ille- 





Mixed Results 


negotiations at the height of the strike. 

But the issue isn’t closed. The fate of all 
the original strikers — even those allowed 
to return to work — now rests with La- 
bour Secretary Nieves Confesor. She will 
decide whether the strike was legal and, 
therefore, whether management was justi- 
fied in firing the 183 employees. 

Whatever the verdict, it probably won't 
do much to curb the hostility that has de- 
veloped between PAL’s management and 
its staff, as well as between PAL and the 
Labour Department. Dominguez and Con- 
fesor blame each other for the labour prob- 
lem. “I had warned him [Dominguez] that 
firing the 183 employees would make 
things worse,” says Confesor. 

PAL management accuses the Labour 
Department of being spineless in enforcing 
the law. “What kind of discipline can we 
ever impose on our staff if they can go on 
an illegal strike, and just get away with it?” 
Dominguez says. “How can you run this 
company, especially 
when the airline indus- 
try all over the world is 
in trouble, when you 
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gal. The action triggered ho ang can't impose disci- 
a second stoppage that yen Xd pline?" 

lasted from August 10 to Billion pesos Confesor, who in 
19. On this occasion, 15- June was elected chair- 
Ramos didn't try to me- man of the governing 
diate — adding to the 0.5- || board of the Interna- 
public perception that o- = a tional Labour Organisa- 





PAL management had 55 
defied the president 
himself. 8 
Although this walk- 
out failed to halt opera- 25- 
tions, the airline took a 
severe beating from 
flight delays, loss of rev- 35 ETE 
enue from catering serv- * Years to March 21 


ices it usually provides 
to foreign airlines, over- 
time costs for employees 
who didn't strike, and cancelled bookings. 
. PALEA counsel Ernesto Tabau says the 
losses may have been as high as P300 mil- 
lion. Harry Tan, a newly nominated board 
member, concedes: “This strike has been 
very, very bad for PAL. If nothing is done, 
this might even turn out as a replay of PAL’s 
past, when private groups came in only to 
be bailed out by government again." 

PAL, meanwhile, is planning to file a 
damage suit against the union to try to re- 
cover losses from the first strike. At the 
same time, it is playing down the impact 
of the second walk-out. Chairman Domin- 
guez claims victory, saying the union 
agreed to a settlement after its strike fiz- 
21еа out. Few in Manila believe him, how- 
ever, and the union insists that manage- 
ment buckled. Labour Department and 
union officials say Lucio Tan forced 
Dominguez to agree to reinstate all but 40 
employees. One indication they cite is the 
fact that Lucio's labour lawyers took over 








Source: Philippine Airlines 


tion, retorts: "It is not for 
PAL management to de- 
cide whether that strike 
was illegal or not. PAL 
acted as prosecutor, 
judge and executioner." 
Despite attempts at 
privatisation, Domin- 
guez claims the airline is 
still typical of govern- 
ment-owned enterprises 
where "employees are 
coddled for political reasons and people 
don't really care if the company's losing 
money because government foots the bill." 
He points out: "Now try to turn that com- 
pany around, which requires imposing dis- 
cipline, and you'll just be hit by strikes." 
Inefficiency isn't Dominguez' only staff- 
related worry. Persistent rumours in the 
industry have for years pointed to massive 
corruption within PAL. The banker recalls 
meeting a foreign businessman on a 
Manila flight who alerted him to pilferage. 
"He said he was going to buy B747 parts, 
and when I asked him where, he just 
smiled and said, ‘those guys іп PAL'." 
Another banking official who was a 
member of one of the groups that lost in 
the 1992 bidding for PAL adds: "Our due- 
diligence study showed that you'd have to 
fire at least 30% of the staff to clean up PAL 
... If the union wins in this case, PAL would 
just have to kiss goodbye to all its plans for 
revamping their organisation.” i 
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POLICIES 


Not So 
Suite 


Plans to sell West Bengal 
hotel split leftwing camp 





By Jayanta Sarkar in Calcutta 

rundown state-owned hotel would 
A seem to be the least likely subject to 
trigger an ideological row between 
a communist government and its long-time 
labour supporters. But in the Indian state 
of West Bengal, that's precisely what has 
happened. 

The row revolves around the 154-year- 
old Great Eastern Hotel and plans for its 
privatisation by the state's Marxist-led Left 
Front government — one of the world's 
few remaining bastions of pristine Marx- 
ist-Leninism. 

Spread over 100,000 square feet of 
prime real estate in Calcutta's business dis- 
trict, the hotel racked up losses of Rs 1.9 
million (US$61,000) in the fiscal year end- 
ing in March 1993. It is just one of nearly 
60 loss-making public enterprises in West 





| Bengal (only about seven state-owned 
| companies remain in the black). 


Jyoti Basu, the state's octogenarian chief 
minister, wants to hand over some of these 
money-losers to private parties. Basu be- 
lieves West Bengal must fall in step with 
some of the liberalising policies of India's 
prime minister, P. V. Narasimha Rao, and 
woo foreign investment. The chief minis- 
ter, who began his political career preach- 
ing radical communism and union non-co- 
operation in the 1950s, has become the kind 
of communist with whom industry can do 
business. 

So far, the state has sold a handful of 
public companies, the most notable of 
which was a telecoms firm now 100%- 
owned by Philips of the Netherlands. All 
are now performing better than they did 
under state management. Another 21 pro- 
posals for direct foreign investment 
amounting to Rs 483 million have been ap- 
proved for West Bengal in 1993-94. “We 


, cannot any more treat foreign investors as 


untouchables," says Anil Biswas, editor of 
Ganashakti, the Bengali daily newspaper of 
the Communist Party of India (Marxist) 
CPI(M). 

But not everyone in the party is con- 
vinced. That is particularly so among mem- 
bers of its labour wing, the Centre of In- 
dian Trade Unions (Citu), one of the coun- 
try's largest labour organisations. 

Great Eastern Hotel is caught in the 
middle. Nationalised in the mid-1970s, the 
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No-one rewards business travellers like Inter-Continental 
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Global Business Options is also available at the following locations worldwide. 
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Rionegro, Columbia « Santo Domingo • Valencia * EUROPE * Amsterdam • Athens + Berlin * Bratislava + Brussels * Bucharest + Budapest + Cannes » Cracow • Edinburgh « Frankfurt * Geneva * Hague * 
Hamburg * Hannover • Helsinki » Leipzig * Lisbon * London * Luxembourg * Madrid • Moscow * Munich « Paris * Prague « Rome * Sorrento * St. Andrews + Stuttgart * Vienna + Warsaw * Zagreb * MIDDLE 
EAST * Abu Dhabi * Al Ain * Amman * Bahrain + Cairo * Dubai • Jeddah + Makkah • Muscat + Petra » Taif * AFRICA * Abidjan * Kinshasha * Libreville * Livingstone + Lusaka + Mombasa * Nairobi 


"Rates inciusive of locat taxes and service charges. Rates quoted m local currency are per room. per night, single or double occupancy, exclusive of local taxes and service charges. unless otherwise specified. Rate 
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planning your future projects. Our systems and 
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president of the Great Eastern Hotel Em- | 


220-room hotel has become an albatross for 
the communist-led government. Contro- 
versy over the hotel erupted in May when 
Accor Asia-Pacific, the Asian arm of the 
French hotel group, Accor, offered to form 
a joint venture with the West Bengal gov- 
ernment to renovate and run the hotel. The 
group plans to invest US$30 million, rais- 
ing equity from both Indian and foreign 
sources. Accor says the two-year facelift 
will transform the once-elegant landmark 
into a five-star deluxe hotel with an addi- 
tional 30 new rooms. It has agreed to keep 





Calcutta's Great Eastern is stirring up a hornet's nest. 


the building's original facade intact. 

A. K. Deb, West Bengal's tourism secre- 
tary, says the joint venture will restore 
Great Eastern as a heritage hotel and boost 
occupancy rates. “Accor’s wide chain of 
2,400 hotels and other establishments all 
over the world is its obvious strength," he 
says. Deb adds that Accor also plans to link 
up with the Oberoi, one of India's leading 
hotel groups, to set up a chain of three-star 
hotels in other Indian cities. "And that 
makes a lot of difference," he notes. 

But there's a hitch. The French proposal 
makes it clear that all of the hotel's 547 
permanent staff would be dismissed. Local 
government officials close to the deal say 
Accor hopes the retrenchment will im- 
prove efficiency. Union sources say it is 
intended to scuttle any potential battles 
with the hotel's heavily unionised staff. 

For its part, Accor has agreed to pay 
severance to the sacked staff, who earn 
average monthly salaries of Rs 2,300. The 
French company has so far offered to put 
about Rs 50 million towards the cost of 
these payouts. It has also hinted it may re- 
employ some of them if they are found 
suitable. 

The proposed joint venture has in- 
flamed the anti-privatisation feelings of the 
unions. They say the state should spruce 
up the hotel itself, and point to the success 
of a marketing campaign that has pushed 
occupancy rates to around 80% from 25% 
in May. Thundered Sunwar Mullick, vice- 
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ployees and Workers Union, which is af- 
filiated to Citu: "Our stand is clear. We are 
against privatisation and retrenchment." 

Roland Garaud, chief executive of Accor 
Asia-Pacific, declined to comment on the 
proposed joint venture. 

If the deal goes through, Accor's re- 
trenchment policy could drive a wedge 
between West Bengal's leftist leaders and 
Citu. "Great Eastern has become a test case 


of how far the CPI(M) can really carry the | 


party and the union along the lines of 
change, of which it has been 
talking so much these days,” 
says a member of a local cham- 
ber of commerce. “The trade 


AHOQHOMOHO у 


strengths, and it remains to be 
seen if it will really take a risk 
with this support." 

Basu's recent efforts to lure 
foreign investment suggest he 
is willing to take risks. On Au- 


during talks with Citu leaders 
by saying his government had 
brought political stability to 
the state and attracted invest- 
ment; he urged the unions to 
refrain from pointless work 
stoppages. "If we want to take 
advantage of the changed situ- 


union organisation has always | 
been one of [the party's] main | 


gust 25, he ruffled feathers | 


ation, the Citu will have to avoid the old | 


form of militant trade unionism," he said. 


The tussle over the Great Eastern Hotel 


is just the latest round in what has become 
an often bitter party-union feud. A similar 
case arose in late 1992, when the federal 
government proposed selling Indian Iron 
& Steel Co., an ailing government concern 
in Burnpur, 210 kilometres west of Cal- 
cutta, to a private party, Mukand Indus- 
tries. Basu backed the move, hoping it 
would stem losses at the plant. Steel pro- 
duction there had fallen by roughly 50% to 
400,000 tonnes a year in 1993-94. 

With some 30,000 jobs at stake, how- 
ever, Citu and local trade unions opposed 


the privatisation. They want the public sec- | 


tor's Steel Authority of India Ltd., which 


runs Indian Iron & Steel Co., to improve the | 


plant's efficiency. 


It's hard to say whether either stalemate | 


will be broken. According to Sujit Poddar, 


a senior member in Basu's secretariat, gov- | 


ernment officials are holding talks with the 


unions to determine whether they will | 


soften their stand against Accor. 
If that doesn't happen, Poddar says, the 


government will look for other joint-ven- | 


ture partners less likely to insist on mas- 
sive staff retrenchment. Or it will make its 
own arrangements to renovate the hotel. 
Although the unions don't have a veto, 


analysts say the state government is un- | 


likely to take a decision that could irrepa- 


rably alienate the party's labour wing. m | 
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Flyer Beware 


JAL forgoes hiring changes after minister's threat 








By Charles Smith in Tokyo 


А 


t first, it seemed Japan Inc. was fly- 
ing high again. In a mid-August 
government press briefing, Japan 
Airlines (JAL) came in for a bit of old-style 
ministerial guidance. Taking issue with 
changes in JAL's recruitment policies, 
newly appointed Transport Minister 
Shizuka Kamei made it clear the govern- 
ment still expects to have the last word on 
how the airline runs itself — even though 
it was freed from formal government con- 
trol in 1987. 

Kamei said JAL and two other airlines, 
АП Nippon Airways and Japan Air Sys- 
tem, would be "compromising safety in the 
air" if they hired stewardesses on annual 
contracts instead of on the traditional life- 
time-employment basis. 

Contract stewardesses would have a 
different attitude towards their: work, 
Kamei said. And in an emergency, the two 
types of stewardesses would have a diffi- 
cult time cooperating effectively, thereby 
endangering passengers. JAL could make 
its own decision about the hiring plan, 
Kamei said — but any airline that hired 
stewardesses on contract risked “punish- 
ment” by the ministry in the form of exclu- 
sion from new route allocations. 

Kamei's statement caused private fury 
at JAL. After three consecutive years of op- 
erating losses, senior executives there are 
trying to restore the airline to financial 
health. But the company's response to 
Kamei indicates the ministry still has the 
whip in hand: JAL suspended its hiring 
plans, even though 2,500 women had an- 
swered advertisements for the 100 posts. 

At the same time, however, JAL execu- 
tives huddled with politicians from 
the transport lobby of the Liberal 
Democratic Party (LDP) to find ways 
to persuade Kamei to back down 
while saving face. The lobbyists' 
efforts paid off: Kamei has since 
withdrawn his threat to punish JAL, 
although he maintains the idea of 
hiring contract stewardesses is dan- 
gerous. 

There's irony in this debacle. JAL 
has begun struggling back to profit- 
ability, partly by reducing its over- 
blown head-office staff — but also 
by substituting cheaper foreign air 
stewardesses for costly Japanese 





cabin crew. JAL subsidiary Japan Air 800 -60 
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Charter employs Thai stewardesses 
at a quarter of the salaries it pays 
their Japanese counterparts. And it 
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has quietly been taking over some of JAL’s 
flights to tourist destinations in Southeast 
Asia and the Pacific. Another JAL subsidi- 
ary, Japan Asia Airways Co., which serves 
Taiwan, has also hired contract steward- 
esses. 

JAL expects reduced labour costs will 
help it to break even (on a net profit basis) 
during its current fiscal year, ending next 
March. If its forecasts are on target, it will 
see its first profit, before taxes, in four years 
(see chart). It has another reason to be opti- 
mistic: after three years of decline, JAL has 
begun to witness a turnaround in interna- 
tional traffic. “August was an all-time 
record month for international passen- 
gers,” says a JAL source. He adds that re- 
sults for the six months to September 30 
should confirm that international traffic, in 
terms of passenger numbers, is running 6% 
above target. 

JAL may be attracting more passengers, 
but that doesn’t necessarily translate into 
higher revenues. Most of the increase 
comes from rising sales of economy seats 
on international routes. Business and first- 
class ticket sales are flat, and domestic pas- 
senger traffic is sliding. The airline badly 
needs to cut labour costs — especially on 
domestic routes, where it had initially 
planned to employ the contract steward- 
esses. It also faces a shortage of regular 
stewardesses on its domestic routes. JAL 
floated an early-retirement plan early this 
year as part of its cost-cutting programme; 
more cabin staff took advantage of it than 
expected. 

Ministry of Transport (MOT) officials are 
fully briefed on the airline’s hiring moves, 
says JAL spokesman Geoffrey Tudor. And 
most were “appalled” when Kamei inter- 


Struggling to Take Off 


Japan Airlines expects to return to profit 
thanks to higher revenues and lower costs 
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fered, he says. Some analysts suggest 
Kamei's public involvement in airline hir- 
ing policies might indicate that he had mis- 
read the mood in Kasumigaseki, Japan's 
government-office district. Says a political 
editor at Nihon Keizai Shimbun (Nikkei), the 
Japanese business daily: "Kamei wanted to 
re-establish the notion that the MOT is in 
control — and the notion that the Liberal 
Democratic Party calls the shots in the min- 
istry." 

But Kamei's hasty actions may have 
thwarted his goal. His attack on JAL is rep- 
resentative of the muscle-flexing that's 
been apparent among newly appointed 
members of the Murayama coalition cabi- 
net since the government took office in 
June. Other examples include the govern- 
ment's decision to cancel a freeze on pub- 
lic-utility price increases imposed in May, 
and the Home Ministry's plan to revise a 
draft proposal for redrawing lower-house 
constituency boundaries. Both measures 
had been bequeathed by the preceding 
Hata cabinet. 

Within the Transport Ministry, Kamei’s 
touch has been felt beyond airline policy. 
[Insiders say he has been dusting off plans 
to build a series of super-express rail 
routes. Previous LDP governments mooted 
these routes, and they were shelved in 1993 
when the party temporarily lost power. 
Now that the LDP is back in the govern- 
ment, says the Nikkei editor, Kamei and 
his colleagues in the LDP’s transport lobby 
are determined to show who runs trans- 
port policy. 

There's a dark side, however, to 
Kamei's brush with JAL. It may have been 
an attempt to intervene in the airline's no- 
toriously shaky labour relations, a source 
suggests. Most of JAL's permanent cabin 
staff belong to a moderate company union; 
but about one fifth are members of a mili- 
tant cabin attendant's union that has fre- 
quently called strikes over working condi- 
tions. 

Sources say Kamei is happy to be iden- 
tified with the LDP's extreme right, which 
is not normally considered to be 
pro-labour. But he also has a close 
relationship with Junji Ito, the pro- 
union honorary chairman of textile 
and cosmetics giant, Kanebo Ltd. As 
JAL's chairman for 18 months in the 
mid-1980s — he was a personal ap- 
pointee of former Prime Minister 
Yasuhiro Nakasone — Ito encour- 
aged union activism at the airline. 

Kamei reportedly remarked that 
JAL's plan to hire contract steward- 
esses smacks of a "19th-century 
capitalist'S attitude to labour 
relations." This suggests that 
ideology as well as political expedi- 
ency fuelled his intervention. If 
that's the case, JAL executives had 
better brace themselves for more 
headaches. ® 
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CHINA 
Grain Declines 


China's summer grain harvest 
will be 4.6 million tonnes short 
of last year's due to droughts 
and floods, the Agriculture 
Ministry predicted. A drop in 
farm acreage in key coastal 
provinces further threatens the 
national grain supply, the 
ministry added. 


State Firms Aided 


Ailing state firms in 18 cities 
will receive fresh transfusions 
of government funds provided 
they can straighten out their 
finances "independently" and 
institute model social-security 
plans, Economic and Trade 
Vice-Minister Chen Qingtai 
told the official China Daily. 
The born-again companies will 
also enjoy fresh tax breaks, 
contradicting a recent ban on 
tax holidays for deadbeat 
public enterprises. 


INDIA 


Diamond Hunt 


The Madhya Pradesh state 
government ranked South 
Africa’s De Beers group first 
on a short list of applicants for 
a licence to explore for 
diamonds in the Raipur 
district. Australia’s CRA 
Exploration and Ashton 
Mining ranked second and 
third on the list, which has 
been sent to New Delhi for the 
final pick. The licence will be 
the first awarded to a foreign 
group since mining was 
opened to the private sector 
last year. 


MALAYSIA 
Investment Soars 


Kuala Lumpur approved 
M$6.9 billion (US$2.8 billion) 
in foreign investment during 
the first seven months of 1994. 
This was nearly triple the year- 
earlier figure and more than 
the amount approved in all of 
1993. Most investment 
applicants were from the 


SEPTEMBER 8, 1994 





Expect less grain in China this year. 


United States, Japan, 
Singapore, Taiwan and Hong 
Kong. 


TAIWAN 
Chi Mei’s China Plan 


Chi Mei Industrial Co. said it 
plans to invest US$100 million 
in China to produce ABS, a 
petrochemical product used in 
plastics manufacturing. The 
proposal to build a plant with 
an annual capacity of 300,000 
tonnes would be the largest 
Taiwanese investment in 
China and is expected to be 
located near Daya Bay, north 
of Hong Kong. Taiwan's 
Ministry of Economic Affairs 
on August 29 lifted a ban that 
prevented Taiwanese 
companies from producing ABS 
in China. 


PHILIPPINES 
Court Approves VAT 


The Supreme Court upheld a 
value-added tax enacted by 
Congress in July. The attempt 
to overturn the tax was based 
on procedural grounds, but 
there had also been a 
groundswell of protest against 
the measure. Opponents said 
the poor would be hit the 
hardest. 


Manila Hotel for Sale 


The state-owned Government 
Service Insurance System (С515) 
will auction 20-30% of the 
historic Manila Hotel at the 
end of September. The hotel is 


valued at P1.5 billion (US$57 
million), excluding the land it 
sits on. Another 25-35% will be 
sold later through the 
stockmarket and to hotel 
employees and GSIS members. 


Ayala Takes Partners 


Ayala Land tied up with three 
Singapore firms to bid for 214 
hectares of Manila’s Fort 
Bonifacio site due to be 
auctioned by the government. 
The three firms — Pidemco 
Land, Straits Steamship Land 
and Marco Polo Developments 
— will together hold a stake in 
the joint venture equal to 
Ayala’s; exactly how much 
isn’t known. 


NEW ZEALAND 


New Tax Probe 


Wellington has agreed to 
investigate tax schemes 
operated through the Cook 
Islands by some corporations 
in the 1980s. Commissioner of 


Inland Revenue David Henry 
originally ruled that the 
schemes weren't illegal, but 
legislative loopholes that 
allowed them to flourish have 
been closed. The government 
inquiry will focus on whether 
Henry and Charles Sturt, head 
of the Serious Fraud Office, 
had acted properly and on 
whether further changes to tax 
and criminal law are 
necessary. 


THAILAND 
Car Tariffs Slashed 


The cabinet voted to cut the 
tariff on car parts imported 
from Malaysia and the 
Philippines to 10% from 20%. 
The move is part of the so- 
called Asean brand-to-brand 
complementation scheme 
designed to encourage car 
makers — mainly Japanese 
firms — to trade parts made 
by their operations in different 
countries in the region. 


JAPAN 
GEC in Minebea Deal 


General Electric Capital (GEC) 
of the United States will 
acquire the consumer-finance 
business of Minebea, a maker 
of miniature ball-bearings. The 
deal marks the first time a 
foreign company has entered 
Japan's consumer-finance 
business. СЕС will pay US$1.2 
billion for three subsidiaries of 
Minebea. 





Revenue breakdown of Asian 
carriers on international routes 
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KUALALUMPUR ————- 
Master Planner 


he listing of Hong Leong Bank (HLB) 
on the Kuala Lumpur Stock Exchange, 
erae in October, could constitute a 
_ masterly financial triumph for Hong Leong 

- chief Tan Sri Quek Leng Chan. 
~ Quek bought the bank outright in No- 
"vember at an average cost of M$5.79 
2 .(U5$227) a share, then averaged his cost 
downwards via rights and share issues to 
M$3.04. He now proposes to sell 40% of 
. the bank, or 188 million shares, to the pub- 
~~ lic at M$3.30 each, a price-earnings multi- 
ре of 6.1 times based on 1994 profit fore- 
|... casts. Quek-controlled Hong Leong Credit, 
`. the listed holding company that owns HLB, 

would earn M$618 million from the sale. 

The real money, however, is expected 
to come when the stock begins trading. 
Analysts predict the bank will fetch be- 
tween M$5.50 and M$6.00 a share. Even 
the lower figure would value HLB at M$2.6 
billion, or M$1.9 billion more than Quek 
paid for what was then MUI Bank. “The 
stock has a lot of upside potential,” says 
Tong Kooi Ong, chief executive of Phileo 
Peregrine Securities, one of the deal's un- 
derwriters. 

HLB's listing will cap a surprising turn- 
around for MUT Bank since Quek bought 
both it and MUI Finance from listed con- 
glomerate Malayan United Industries for 
M$1.1 billion. Former MUI Bank owner 
Tan Sri Khoo Kay Peng’s listing applica- 
tion had been rejected, and the bank never 
seemed able to expand its branch network. 
The track record fuelled a perception of 
chilly relations between Khoo and the gov- 
ernment. 

No one would accuse Quek, 51, of hav- 
ing such problems. HLP's prospectus, to be 

.., released in early September, notes that it 
— has оор from the central bank to 
open 25 new branches by 1997. In addi- 
tion, the tycoon has bemused analysts not 
only by moving fast, but by getting ap- 
«- proval from the authorities every step of 
c. the way. 
Take MUI Finance. Quek, who already 
controls Hong Leong Finance, renamed the 
“new acquisition United Merchant Finance. 
Then he sold it to United Merchant Group 
(омс), an investment holding company he 
created early this year. After a series of 
divestments, Hong Leong parties held 
close to 40% of UMG. On August 18, nine 
. months after Quek's purchase, and lickety- 
. Split by Malaysian standards, UMG listed in 
Kuala Lumpur. | 
The manoeuvres didn't end there. A 
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day after its stockmarket debut, another 
listed company, Advance Synergy, pro- 
posed a takeover of UMG. The quick an- 
nouncement — a first in the exchange's his- 
tory — raised eyebrows within the local 
financial community but has not spurred a 
Securities Commission inquiry. 

Under the plan, UMG would also buy 
Quek’s 41.1% stake in listed Ban Hin Lee 
Bank for M$322 million, a profit for Quek 
exceeding 50%. The magnate bought the 
Ban Hin Lee stake in early 1993. But its 
owners, the Penang-based Yeap family, re- 
fused his buyout offer and denied him 
board representation. Because Advance 
Synergy has proposed partial payment for 
the bank in shares, Quek would retain an 
interest in Advance Synergy. When he 
does sell down — and many think he will 
— analysts expect Quek to realise more 
than M$700 million. 

After all this, the HLB listing will be icing 
on the cake. ш S. Jayasankaran 


TAIPEI 


Just Say Yes 


A s Taipei stock prices climb to levels 
unseen since the 1988-90 boom, finan- 
cial institutions are knocking at the door of 
the Securities and Exchange Commission 
(SEC) for a share of the lucrative margin- 
lending business. 

Fuh-Hwa Securities Finance lost its 
monopoly on margin lending to retail in- 
vestors four years ago, but retains the privi- 
lege of refinancing local securities houses. 
That remaining monopoly may last only a 
few more months. Three applicants are 
awaiting a licensing decision from the sEC, 
and a fourth bid is expected soon. Fuh- 
Hwa's prospective competitors are Chia 
Hwa Securities Finance, Fubon Securities 
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Finance and Huan Hwa Securities Finance. 
International Securities Finance may also 
apply, says the SEC. 

АЙ the applicants are new entities with 
strong financial support. Chia Hwa is 
backed by the Hualon Group, itself con- 
trolled by Oung Da- -ming, a ruling-party 
lawmaker and prominent stockmarket 
player. Fubon is controlled by Fubon In- 
surance, a listed property insurer. Huan 
Hwa is affiliated with Guanghwa Security 
Investment Trust and the Ruentex Group. 
International is backed by Hong Tai Secu- 
rities Corp., Capital Securities Corp. and a 
group of new private banks. 

The current boom has Fuh-Hwa's loan 
book stretched to the limit — its outstand- 
ing loans totalled NT$120 billion (U5$4.6 
billion) as of late August, observers say — 
so there is room for new institutions. Pres- 
sured by major shareholders, themselves 
large financial institutions and influential 
business groups, it will be difficult for the 
SEC to deny licences to any of the appli- 
cants. 

If three of the companies begin opera- 
tions by year’s end, they could add another 
NT$30-50 billion to the market, according 
to one capital-markets manager. That 
amount could double within six months of 
start-up, giving a further boost to the equi- 
ties market. 

Meanwhile, Fuh-Hwa, which is control- 
led by the ruling Kuomintang (KMT), has 
received approval for a listing despite a 
formal complaint against the SEC and di- 
rectors of the Taiwan Stock Exchange that 
would delay the listing process. The com- 
plainant, opposition lawmaker Frank 
Hsieh, says Fuh-Hwa has benefited from 
unfair practices in the margin-lending busi- 
ness over more than a decade, and that the 
listing should be held up until the securi- 
ties finance law is revised. As a member of 
the opposition Democratic Progressive 
Party, Hsieh may also be seeking to block 
the KMT's huge capital gains from the Fuh- 
Hwa listing, which would come in the 
midst of a major election campaign. 

Observers believe the Control Yuan, — 
where the complaint is lodged, will act 
slowly. It would be difficult to reverse an 
SEC decision now without clear justifica- 
tion, and so far those opposed to Fuh- 
Hwa's listing have been unable to show 
that any laws have been violated. 

There may also be a quid pro quo in- 
volved in licensing new competition for 
one of the кмт'ѕ biggest money-makers. 
Says one analyst “If the SEC goes ahead 
and licenses new margin lenders, the pub- 
lic listing would help give Fuh Hwa the | 
edge against the new competition.” o 

ш Julian Baum 
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Yh 
— Part 3 of this Special Report written 
by Nury Vittachi in the September 15 issue 


Based on a survey of 3,000 respondents, these reports will provide invaluable insights 
into the lifestyles and attitudes of the affluent residents of ten Asian countries. 


The survey reveals: 
* What are the most popular status symbols in Asia today? 
* To what do Asians owe their success in life? 
* Who is most concerned about the environment? 
* Are women smarter than men? 


e Plus dozens of other insights into the views of affluent Asians. 


For advertising information please contact your local REVIEW representative or 
Karen Mullis in Hong Kong. Tel: (852) 508-4461, Fax: (852) 503-1537. 


Sponsored by 
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: VIETNAMERICA EXPO « «94 
| AN AMERICAN TRADE FAIR 


| November 3-6, 1994 
p P o Chi Minh City 






On November 3, 1994 Vietnamerica Expo ‘94 
will once again open the doors to U.S. Compa- 


- | nies to penetrate the market of 72 million vibrant 


consumers. 


. This Expo follows the successful Vietnamerica 


Expo '941n Hanoi, April 21-24, 1994, which has 

been highly praised by exhibitors and over 
100,000 visitors, and was described as the most 
widely press-covered exhibition in the trade show 

history. 

By participating in Vietnamerica Expo *94-Но 

Chi Minh City, the industrial business center of 


` | Vietnam, U.S. Companies will achieve instant 


"exposure and immediately gain access to this 
vital market. This Expo will provide excellent 


| opportunities for U.S. Companies to test the 


- market, secure sales contracts, and develop fu- 
-ture relationship with key government officials, 
industrial authorities, agents, distributors, state 
and private companies, and prospective buyers. 










REPRESENTATIVE OFFICE: 


YOUR NEXT OPPORTUNITIES FOR THE 
MOST PRESTIGIOUS EXHIBE TIONS IN VIETNAM 





Being a leading Vietnamese-American consulting firm in Vietnam, licensed by both US and VN govern- 
ments, Vietnam Investment Information & Consulting (VIIC) took on the challenge and responsibility to 
organize the first historic U.S trade show in Vietnam. 








Ae THE INTERNATIONAL 
“AGRICULTURAL EXPO ‘94 
. December 17-20, 1994 

| Can Tho City 


Last year, the International Agricultural Expo in 
Can Tho had over 210 domestic and foreign 
exhibitors from France, Japan, Singapore, Tai- 
wan, Hong Kong, Thailand, Korea, Malaysia, 
and others. 

The government has emphasized agriculture as a 
critical part of economic and social development. 
Thus, Vietnam has become the third largest rice 
exporter in the world and emerged as one of the 
top three exporters for cashew nuts, coffee, and 
other export commodities, such as tea, rubbers, 
peanuts, etc. 

Located more than 100 km south of Ho Chi Minh 
City, Can Tho is the sixth largest city of Vietnam. 
A Venice-like network of 158 rivers and canals in 
Can Tho have long been used for transporting 
goods and people. As the capital of the Mekong 
River Delta, the government has designated Can 
Tho to be the center of an economic, commercial, 
technical and scientific zone. 











Organizer: 
VIETNAM INVESTMENT INFORMATION & CONSULTING 


3709 Convoy St., S uite 206 
San Diego, C+ А. 921 11, USA. 
Tel: (619) 277-5580 Fax: (619) 277-9411 


115 Tran Hung Dao, Hanoi, Vietnam 
| Te (844) 250-375 MES 1554) 250-421 
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W. SAMOA $500 


Other HR and offshore trusts available 
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ALL CREDIT CARDS ACCEPTED 


For immediate service and free 60-page 
full colour brochure Contact 


isle. of Man, IM99 4 
Ne +44 624 815544 Fax: +44 624 815548 
PETER SIDNEY Esq 
72 New Bond Street, London МҮ 90D 
Of «4471 355 1086 Fax: +44 71 495 3017 


DIANA BEAN 
24 Raffles Piace, 26-04 Clifford Centre 
Singapore e 0104 
Tel: 465 535 3382 Fax: +65 535 3991 
ANDERS WADMAN, Solicitor 
2402 Bank of America Tower, 

12 Harcourt Road, Central, Hong Kong, 
Tel 4852 522 0172 Fax: 4852 521 1190 
KEVIN MIRECKI Attorney at Law 
3501 Jamboree Road, Suite 2100, 
Newport Beach, СА 92660, U.S.A. 

Tel: +1 714 854 3344. Fax: +1 714 854 6967 
SUZANNE GUJADHUR, Barrister 
Les Cascades Building, Sth Floor, 

Edith Cavell Street, Port Louis, Rep. of Mauritius 
Tel: 4230 212 9800 Fax: 4230 212 9833 
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“I NEED FULL 
DETAILS ON 
THis OR 
WE'RE ONLY 
GUESSING!” 


This essential research tool also includes a cumulative 
| annual edition. End hours of needless searching. Subscribe 
] now and receive your Review Index four times per year, 

including the cumulative annual at US$75 per year. 


CLASSIFIED ADVERTISEMENTS 


Publications — 


INDONESIAN 
MARKETS 


— Capital Markets 

— Consumer Markets 

— infrastructure 
Opportunities 


Now available from ВАГ< 
syndicated research division: 


The Insiders' View of the 
Emerging Indonesian 
Capital Market 


The Professionals Guide 
to the Emerging 
Indonesian 

Capital Market 


Indonesian Consumer 
1994 


Indonesian Infra- 
structure: The Billion 
Dollar Budget 
(available October 1994) 


For more information on 
these outstanding reports, 
check appropriate titles and 
fax this ad with your address 
to: REPORTS: (62-21) 520- 
2557 or 525-0604. 


When you need important informa- 
tion, you invariably want it fast and 
accurate. The Review Index enables 
rapid access to the most respected 
Asia-Pacific information source: The 
Far Eastern Economic Review. Every- 
thing published during the preceding 
quarter, by country, subject and date 
is detailed in the Review Index. 


{егам Рачо 


А Dow Jones Publication 


















COSTA RICAN INVESTMENT AND PASSPORT 


Invest U.S. $75,000 in Costa Rica reforestation project. Qualifies 
for residency and passport from Costa Rica, which is a stable 
democracy just three hours by air from the U.S. Limit to 500 from | 
Hong Kong. We provide complete services. For free information, 
contact: 

The Arbor Group 
Fax # (U.S.) 609-497-1119 


Business Services _ 


















DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Aiso Bachelor's, 
Masters and Doctorate programmes 
in Computer Science, Economics, Edu- 
cation, Engineering, international Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 


& | YOUR BUYING OFFICE 
IN HONG KONG 


We follow up your operations in 
Hong Kong and Guangdong : 
sourcing, quoting, sampling, 
inspecting, shipping, ... 


+ DISPOSAL OF FREE OFFICE 
FACILITIES IN HONG KONG 
Contact : Jerome Lemaire 
EURO-CHINESE SURVEY CO., LTD. 
B4, 4/F., Burlington House 


92 Nathan Road, T. S. T, Kowloon 
Tek (852) 723 1161 Fax: (852) 722 5292 


EXPAND YOUR BUSINESS TO 
UKRAINE: 


Wholesale trade from Kiev to all Ukraine: 
consumer electronics, wear, footwear. 
Seek constant supply of picture tubes for 
TV sets. 

Ukraine, 252110 Kiev, Po.B. 846, 
FANTAL Ltd. 

Tel/Fax: 7-044-277-3091 

Telex: 631097 ENRAN SU to TMC. 
Tel: 7-044-245-9252. 


IMMIGRATION 
TO 


AUSTRALIA 


Handled by Government 
Registered Lawyer 








Position Wanted __ 
Through investment 
8% Preferred Shares 
AUD250,000 minimum 
Real Estate Development 


Professional male, Dutch 
nationality, 11 yrs track 
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Tiana Alexandra 
United States 


Home Movies 





Vietnamese-American film maker proves you can go 
home again 





By Gordon Fairclough 





iana Alexandra won them over with 
a poem. "Captured bird, I flew 
away," she penned. "Twenty-three 
years, Hollywood product. Gilded bird, 1 
now return." Moved by her verse, legen- 
dary Vietnamese Gen. Vo Nguyen Giap 
and Le Duc Tho, who negotiated peace 
with the Americans in 1973, invited the 
movie maker to film inside their homes. 

Born Thi Tanh Nga, Tiana — as she 
renamed herself — left her native Viet- 

nam for America in 1966, at age four. She 
didn't find her way home until 1988. Since 
then, she has rediscovered the country her 
family fled. And she has captured life 
there in a feature-length 
documentary, From Holly- 
wood to Hanoi. 

Tiana's experience has 
turned the B-movie ac- 
tress into a campaigner 
for reconciliation between 
her two countries. "I 
never thought I would be 
sitting here evangelising,” 
Tiana said during a recent 
visit to Bangkok to pro- 
mote her film. Having 
seen so much in Vietnam, 
she adds, “you can’t just 
go home .... You have 
to do something.” 

Tiana aims to build 
bridges between the people of Vietnam 
and the United States. This puts her at 
odds with her anti-communist father. The 
former information officer of the South 
Vietnamese government remains bitterly 
opposed to the Hanoi regime. He was 
against her movie-making plans, wanting 
her to stay out of Vietnam while it re- 
mains under communist control. 


“My father speaks out on behalf of 
human rights, and I speak out on behalf 


tr 


of the people,” says Tiana. "He's like a 
soldier who doesn't realise the war's over. 


78 


My message is: the war's over." 

Convinced that the Saigon regime 
would not last long, her father moved the 
family to San Jose, California. They be- 
came model suburban Americans: Tiana's 
father went to work for Voice of America; 
her brothers became police officers. Tiana 
— who came up with her new name by 

saying Thi Tanh Nga over and over at 
high speed — aspired to fit in at school. 
“When people s said they hated the gooks, 
I did too,” she says in her film. “They 
were killing our boys. 

At 16, Tiana ran away from iis 
Hollywood-bound. There she starred in a 
series of low-budget martial-arts movies. 
She acted for commercials between films 





Tiana (right) with Vietnamese Gen. Giap. 


— and even recorded her own exercise 
video. But her Asian-American heritage 
made her uncomfortable. "I felt like a ba- 
nana," she says in her movie: “yellow on 
the outside and white on the inside." 
After viewing a Vietnamese film series 
at the University of California at Los An- 
geles in 1987, Tiana decided to return to 
her roots. A year later, she visited her 
homeland, to see firsthand the life she'd 
escaped. Moved by what she saw, Tiana 
returned to the U.S. and sold her belong- 
ings for cash to begin her documentary. 
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She has since been back to Vietnam 12 
times, gathering footage. 

The film — "one woman's story of her 
return to her roots" — intertwines clips 
from Vietnamese military leaders, Gen. 
William Westmoreland (who commanded 
U.S. troops during the war), a My Lai mas- 
sacre survivor, everyday people — and 
her relatives. An elderly aunt sobs: "Life 
has been so hard for us... . I wanted to 
write letters but I couldn't afford the 
stamps." And her uncle, a former defence 
minister for South Vietnam, just released 
from a prison camp after 13 years, is also 
featured. 

The results are poignant and power- 
ful. From Hollywood to Hanoi won the "Best 
of the Telluride Film Festival" award in 
Colorado last year. And it has developed 
a following, especially among American 
Vietnam War veterans and Vietnamese- 
Americans. In Orange county, California, 
a Vietnamese-American group raised 
US$50,000 to transfer the movie from 16- 
millimetre to 35-millimetre film, to boost 
its popularity among theatre owners. 


he film has also sparked contro- 
versy. Says Tiana: "Every few 
showings, someone in the audience 
will get up afterwards and ask: 'How 
much did the communists pay you to 
make this movie?” 

But the film maker counters that when 
Vietnamese government officials screened 
her movie, they deemed it too “anti-com- 
munist” to be shown in public. They have 
since relented, and the film is to premiere 
at the Hanoi Opera House in December. 

Tiana’s enthusiasm for the film has 
spilled over into other projects. Her Indo- 
china Film Arts Association sponsors cul- 
tural-exchange programmes. She'd like to 
open film-art schools for Vietnam's un- 
derprivileged children. And she is con- 
sidering a sequel to her film. Says Tiana: 
“I’m seeking a new dawn of understand- 
ing and dialogue.” в 
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Someday, an 'infor- 
mation superhighway" 
will merge computers 
and optical fibres to 
stream images апа 
data into our homes 
and offices. Today, 
similar technology is 
already hard at work on 
Taiwan's crowded road- 
ways. An NEC Central 
Monitoring and Control 


System — comprising 





Info highway hits the roads in Taiwan 


e - 





MUNICATIONS HIGHWAY 


a network of TV cam- 
eras and fibre-optic 
communications links — 
constantly monitors 
traffic and feeds the 
information to the 
central office. With 
the help of four main- 
frames, controllers can 
quickly unsnarl traffic 
jams. C8C technology 
— paving the way to 


a better future. 
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LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530. 





A Matter of Trust 
I read with great interest Jardine Flem- 
ing’s latest salvo on the issue of kickbacks 
from brokers in your August 18 issue 
[Hong Kong: A Place to ‘Trust’? THE 5TH 
COLUMN]. 

Inasmuch as Alan Smith was careful 
to avoid a clear explanation of the issue, I 
should like to spell out the key bone of 
contention so that your readers can make 
an informed decision. 

When a unit-trust fund manager buys 
and sells stock, the unit trust pays a com- 
mission to the broker who carries out 
these trades. These brokerage commis- 
sions are deducted from the fund as an 
operating expense. But many unit trusts 
— such as Jardine Fleming — have side 
deals with the brokers so that the unit 
trust gets a kickback for using that bro- 
ker's services. 

Instead of putting that money back into 
the unit trust, however, the fund manag- 
ers keep it for themselves! At the very 
least, this amounts to padding the ex- 
penses that are charged to the investment 
fund. 

It is the investing public that pays, be- 





cause consumers who have put money 
into unit trusts (such as myself) are being 
overcharged on expenses. 

The claim that the Securities and Fu- 
tures Commission (SFC) is trying to 
regulate prices is also silly. Jardine 
Fleming is free to raise its fees if it feels 
they are not high enough. The SFC is say- 
ing that customers should know what they 
are paying, and that charges should not 
be hidden by using Kickback arrange- 
ments. 

I agree with Smith's assessment that 
non-intervention has been a key to Hong 
Kong's success. I firmly believe, however, 
that market supervision is necessary to 
prevent the consumer from being ripped 
off. 

In fact, it is precisely because of the 
SFC's efforts to stamp out market abuses 
that Hong Kong's stock exchange has re- 
covered from the scandals that came to 
light after the 1987 crash. 

Would Hong Kong have attracted the 
huge inflow of foreign institutional in- 
vestment that has carried the Hang Seng 
[Index to new highs if Hong Kong still 
had the reputation as a place where 
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Lotte, The VIP’s Choice 


Earl S. Moore. Jr President of Asia Pacific Marketing 


We're pleased that a good and growing number of our 
guests come back to stay with us. 


Why? As Mr. Moore of Asia Pacific Marketing, 
explains, it's the "impeccable service" they appreciate 
most. 

"Discrete and unobtrusive,” in Mr. Moore's words. 


While the reasons vary from one return guest to the 
next, they all share an uncompromising taste for 
excellence. 


At Lotte they find excellence in service and facilities. 
Shouldn't the Lotte be your hotel in Seoul? 


For Reservations:N.Y. (201) 944.1117. Toll Free 800-22 LOTTE. L.A. (310) 540-7010. Toll Free 800-24 LOTTE 
Tokyo (03) 3564 1462, Osaka (06) 2631071/2, Fukuoka (092) 41350012 


Hotel Lotte:C PO Box 3500 Seoul, Tel: (02) 771-1000 





Fax (02) 752.3758 








rip-offs are institutionalised? I don't think 

SO. 

NEAL McGRATH 
Hong Kong 


Old Grudges 

Your September 1 article, Tribal Trouble, 
gives the distinct impression that the Bodo 
insurgency in Assam is new. It is not. The 
Bodos gave up being "quiescent" back in 
1988 and were burning government build- 
ings by 1989. 

In February 1989, some Bodo militants 
fled into the Manas Tiger Reserve to es- 
cape police. They destroyed Forest De- 
partment property, reportedly killed two 
wildlife protection staff and were sus- 
pected of cutting down trees to use and 
sell, killing deer for food, and poaching 
rhino for their horns. Since then, the Bodos 
have been using the Tiger Reserve — 
which is a World Conservation Union 
World Heritage Site — as a refuge. 

Talks between Bodo leaders and New 
Delhi were held several times at the turn 
of the decade, and an accord of sorts was 
reached at a meeting in Delhi in the last 
quarter of 1989. The Bodo insurgency was 
then overshadowed by the United Lib- 








| eration Front of Assam insurgency for 
| years. Though it appears more violent 


this time around, this is simply a resur- 

gence of the armed Bodo nationalist 
movement. 

NIRMAL GHOSH 

Manila 





| The Quiet Americans 


In recent months, the Americans have put 
pressure on Burma to switch to demo- 
cracy to improve the human-rights situa- 
tion in that country [Fresh Blood, COVER 
STORY, July 28]. But look at us Indians: 
We have democracy but we also have 
high levels of corruption and political 
gangsterism, which make it hard for 
human rights to flourish. Recently in 
Agra, political thugs have been using the 


| law to deprive others of their property. 
| Why are the Americans — and others — 
| silent? 


R. V. PANDIT 
New Delhi 
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EDITORIAL 








China, we take a back seat to no one. In scarcely 
two decades, foreign capital has fuelled a revolu- 


finally stood up. Given these stakes, we have especially 


warned against misguided efforts — such as the absurd | 
most-favoured-nation debate — that would punish the Chi- | 
nese people for their government's faults. That said, busi- | 
nessmen fool themselves if they think that the absence of : 
_ wanted to separate politics from trade with China, now 
| seeks to mix them together again through trade subsidies. 
| And doubly ironic that China is trying to separate its gov- 


sanctions by foreign governments means that anything goes. 
_ All this became clear during the recent visit to China by 
U. S. Commerce Secretary Ron Brown. Accompanying Mr. 


- | Brown was a collection of business leaders that included the | 

|. president of Chrysler. At the same time Mr. Brown thumped | 
for more American investment in China, Chrysler found : 
itself under fire because of reports that its joint-venture part- | 
ner was involved with prison labour. This followed news оѓ. 
an employee sacked for missing work after authorities ar- | 
rested him for his Christian beliefs. In the end, the worker | 
was restored to his job and the company promised to check | 
its suppliers more closely. As Chrysler management readily | 
appreciated, the company literally could not afford a public | 
reputation for building profits off Chinese prison labour or - 





firing Chinese Christians, 


On the whole, this is a healthy process and is a good | 
example of the kind of issues Mr. Brown's policy of "com- - 
mercial engagement" will raise. Practices that would hardly - 
_ brought about unprecedented prosperity for its peoples. As 
where. This may be irritating for Beijing, but foreign invest- | 
. Cooperation (Арес) forum summit in Indonesia to take this 
put money in your country if you then plan to hold them | 
hostage to your political abuses. However painful this proc- | 
ess might be, China's decision-makers are better off hearing - 
the hard news from people such as Chrysler executives than _ 
letting abuses fester to the point where they hear from | 
. effects. On the most obvious level, they prevent Asians from 


raise an eyebrow in China will provoke public outcry else- 


ment is a double-edged sword: you cannot expect people to 


American congressmen. 


If this is what Mr. Brown means by commercial engage- | 


ment, we are all for it. This, however, is an administration 


have nothing against flying in top officials for ceremonial 


now compete with Europeans to see which country could 









: „cians in the U.S. may be surprised to learn that Washington 


payer subsidies for U.S. firms in China. 
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China Trade, 
No reason to re-mix politics and trade 


hen it comes to championing foreign investment in - 
_ brew and suddenly problems that might have Е : 
. with a few phone calls can escalate into diplomatic : ingi 
tion that has unleashed the creative potential of the Chinese 

|. people and made good on Mao’s boast that the nation had | 
_ lines along the lines of "Commerce Department backs slave 


not Subsidy 





its labour and trade practices. Add taxpayer dollars to this E 
ееп handled 





dents, with politicians quickly striking uncompromising - 
poses. Does Mr. Brown really want to have to explain head- 


labour?” Chinese officials should likewise ask whether the 


small profits from prison workers are worth the potential - p 


loss of billions in foreign investment. E 
s highly ironic that Washington, which we thought 


ernment from business just as Mr. Brown introduces this 
"capitalism with Commerce Department characteristics." 
How much better we would all be were America to show 
China that countries prosper most when politics is kept at 
arm's length from commerce, even if ostensibly free-market 
countries sometimes forget the lesson. a 


Advise and Consent 
A more open Apec 


| f there has been a secret to Asia's success, it's been the 





willingness to put business before politics. In so doing, 
this region has rewritten the development textbooks and 


its constituent nations prepare for an Asia-Pacific Economic 


process into the next century, it perhaps is time to focus on 
the barriers that remain not between Asia and the rest of the 
world, but within Asia itself. 

Quite simply, though intra-Asian trade is rising, there 
remain too many barriers. These barriers have two chief 


selling goods to one another, whether it's Thais trying to sell 


| their rice in Japan or Taiwanese trying to sell their electron- 
that seems to have a hard time striking a balance. Now, we | 
| vestors from setting up region-wide operations and benefit- 
contract signings. But Mr. Brown has now gone a step fur- | 
ther. He told American businessmen that the U.S. would - 
, cent reports by Apec advisory groups, one by the Eminent 
do more to subsidise its trade with China — a new, beggar- - 
thy-fellow-barbarian policy. American taxpayers and politi- | 
. 2020, while the latter proposes a more aggressive timetable. 
now interprets most-favoured-nation status as including tax- _ 
| thought. An Asia that sets new records for growth can also 

An administration that has already had so much trouble | 
. abroad might want to consider this further. It is one thing - 
- fora company, acting on its own, to find itself under fire for | 


ics in South Korea. Barriers also prevent multinational in- 


ing from the efficiencies of concentrating more on Asia. 
A more open Asia is the general vision behind two re- 


Persons Group and another by the Pacific Basin Forum. 
The former calls for all barriers to be abolished by the year 


We ourselves incline to the sooner-the-better school of 


show the rest of the world how quickly countries can move 


to make it easier for their own businessmen to trade with s 


one another. 


FAR EASTERN ECONOMIC REVIEW 








affiliated « ompanies 


orporation and its 


©1994 Bankers Trust New York ( 


оо one-on-one 


with risk. 





It’s a big, bad, volatile world out there. picture, not narrow gauge. We'll help you devise 
Risk has grown bigger than ever before. As has and execute the strategies that will make you 
opportunity. master of risk. Not only financial risk, but oper- 
No company should tackle risk single- ating and strategic risk as well. 
handed. You need all the help you can get. Risk isn't just the province of our Risk 
But choose your allies carefully. Avoid Management Department. It's the focus of our 
those who deal with risk one piece at a time. entire firm. So no one will serve you better in 
Because while you're working away on one risk, your daily confrontations with risk. 


another will reach out and grab you. А Bankers Trust 


Bankers Trust’s view of risk is global. Big .EAD FROM STRENGTH. 
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n the aftermath of the 1989 Tiananmen 

massacre, a wave of dissidents poured 
out of China, forming what for a time 
seemed a shadow government ready to 
replace the tottering communist regime in 
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multinationals based outside Asia to create the 
annual Review 200. The full results and: 
methodology of Asia's most detailed ranking of 
leading companies and how they goto be leaders © Р 
are available for US$95. Subscribers to the Review рау us 
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China Phone Book & Business Directory 
Telephone numbers are hard to find in China. 
The world turns to the Review's China Phone. - 
Book as. the most authoritative directory now 
available. Published twice а year and available 
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China Fax & Telex Directory ТМ 
Need to send a telex or fax to China? Get the. righ 

numbers fram this most reliable source. 
Published yearly and available for US$27 
Subscribers to the Review receive a 20% 
discount. 
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* We have no choice but to 
۰ ` give up." 


Маѕаіо Yamano, president of Japan's 

ional Space Development Agency, on 
failure to launch its showcase satellite 
| into proper orbit. 







“ People think it's sexist. 
| don't mind, as long as it 
works in my favour. ” 


Ella Liu, a young woman taking 
advantage of "Ladies' Night" at a 
Hong Kong bar. 


i к SPUSE 


Res 


NEWS ITEM: IN CHINA, U.S. COMMERCE SECRETARY RON BROWN SAYS THERE А 
INSURMOUNTABLE OBSTACLES TO AMERICAN COMPANIES. i 





* We don't think we have 


|` to kill someone, but we have to | 
| ^ in АП ? | “There cannot be and has not been 
put more in jail. ۰ : 
| | | such things as leaflets under our 
Vietnamese economist Do Duc Dinh, on the importance of | socialist system. , 


making an example of those guilty of corruption. 
The official North Korean news agency maintaining that 


any anti-regime leaflet could only have been the work of 


* Every institution has some deviants. | South Korean provocateurs: 


- Even among the 12 Apostles of Jesus there — 


was one deviant. ” T" | 
ЖЕК Т о . It's essentially a very moral genre — 
ew chief от Sia enera uro rnrie, on corruption | i i 
within the Armed Forces of the Philippines. | pad pew senha DT eT 
| 3 
| it is punished. " 


New Zealand producer Tony Holden, on the popularity of 
his TV soap Shortland Street. 


** We told them that if they did not 
unlock the door, we would break it 
open ourselves. ” 


Vinod Singhania, brother-in-law of Pushpa Singhania, 
who was trapped for almost three days in a bank vault. Mus 
Bank officials refused to open the vault until Inque 
Singhania's family promised in writing not to sue 
them for negligence. 


“| registered with the Happiness Centre 
for more than a year, but not once did 
| go on a date. ” 


An unhappy client of a Guangzhou match-making 
Eis service. Authorities have revoked the licences of 
-. NEWS ITEM: PYONGYANG DENIES DEFECTORS' CLAIMS OF some of the city's 200 match-making agencies, 
г FOOD SHORTAGES, UNREST AND NUCLEAR ARMS. | including the Happiness Centre, for ripping 
a Yu Ki Song/The Segye Times — off customers. 


Please share quotes you see: REVIEW, СРО Box 160, Hong Kong, or fax ( 852) 503 1530. 
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One for the Ministry 


Japan's Foreign Ministry has managed 
to overrule the National Police Agency on 
the question of where to hold the 1995 
Asia-Pacific Economic Cooperation forum 
(Apec) ministerial meeting, which Japan is 
to host. The ministry's proposal that the 
meeting be held in Osaka so as to take ad- 
vantage of the newly inaugurated Kansai 
International Airport drew strong opposi- 
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Expect to see this sign in Osaka. 


tion from the Police Agency. Police opposi- 
tion was justified by the agency's "lack of 
experience" in guaranteeing VIP security in 
the Kansai area — home to many of Ja- 
pan's largest yakuza (gangster) groups. The 
Foreign Ministry view eventually pre- 
vailed. Japan has yet to decide whether to 
host an Apec summit following the minis- 
terial conference, as Indonesia will do fol- 
lowing this year's Apec ministerial meet- 
ing. 


What's in a Name? 


Malaysian shopkeepers fearful of 
putting Al-Arqam labelled food products 
on their shelves since the banning of the 
Muslim sect are switching to another 
brand, "Salwa." But, whether they know it 
or not, the shopkeepers are still buying the 
sect’s products. In the face of the official 
crackdown on their activities, Al-Arqam 
managers are simply switching to new la- 
bels to try to keep police off balance. But 
one essential element of the sect's food 
products will not change: all products are 
halal, or processed according to Muslim 
strictures. 


Back Channel 


Beijing is using an unusual channel to 
send a message to Taipei that it would like 
to hold a second round of high-level dis- 
cussions as soon as possible between the 
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chairmen of the two sides' intermediary 
foundations. Observers in Taipei say the 
message came in the form of a supposed 
conversation between Su An-ti, a conserva- 
tive member of the ruling Kuomintang's 
Central Committee, and Tang Shubei, vice- 
chairman of Beijing's Association for Rela- 
tions Across the Taiwan Straits. Su, who 
recently returned to Taipei from Beijing, 
said Tang had told him of a plan drawn up 
by Beijing three years ago that would have 
ended the rivalry between the two Chinese 
governments. Taiwan didn't respond to the 
proposal, Tang reportedly told Su, who is 
an ardent advocate of the unification of 
Taiwan and China. Analysts say that while 
the story is not credible, it is probably an 
oblique effort by the mainland to show it 
can be flexible in negotiations between the 
two sides. 


Courting Judges 


Seven appointments to Malaysia's 
Court of Appeal, a new appellate court cre- 
ated as a second tier between the High 
Court and the Federal Court, are expected 
to be announced in mid-September. Ac- 
cording to sources in the legal community, 
six of the appointments are expected to be 
serving High Court judges, while one is an 
eminent barrister currently in private prac- 
tice. The appointees: Datuk Annuar Zainal 
Abidin, Datuk N. H. Chan, Datuk Zakaria 
Yatim, Datuk Siti Normah Yaacob, Datuk 
Shaik Daud, Datuk Mahadev Shanker and 
barrister G. Sri Ram. Ram is probably the 
first lawyer from private practice to be ele- 
vated to an appellate judgeship. 


Banking on Houses 


While leading Hong Kong banks are 
still keeping a tight control on housing 
loans, smaller competitors have been ag- 
gressively promoting their mortgage busi- 
ness in the colony. In a bid to extend their 
market share in the highly profitable and 
low-risk mortgage business, some Euro- 
pean and American banks have been court- 
ing customers through advertisements and 
by relaxing the financial standards re- 
quired of mortgage applicants. These 
banks — their annual mortgage quotas set 
by their head offices, yet unfilled because 
of a slowdown in the property market — 
have also been providing other special 
mortgage-related services. These include 
free fire insurance for mortgaged proper- 
ties and lower loan handling fees. АП 
banks, however, are still keeping to the 
government-imposed policy of extending 
loans only up to a maximum of 70% of a 
mortgaged property's value. 
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SIEMENS 


Integrated 
oystems Technology 


FOE 
tor Indonesia’s 


rura: areas 


The electrification of rural areas is one 
of the main targets of the Indonesian 
government. In line with this 
programme, Siemens, as the main 
contractor, has been responsible for 
the installation of 43 diesel power 
plants with a total capacity of 225MW. 
Diesel engines and alternators, block 
transformers and switchboards, 
distribution equipment, control and 
automation systems, much of it 
produced in Indonesia. 


Having the right equipment produced 
and delivered to the installation sites 
at the right time required considerable 
logistics skills. Up to 22 construction 
sites had to be supplied and managed 
simultaneously. On-the-job training 
had to be provided for the installation 
teams, operating personnel had to be 
fully acquainted with the power station 
equipment at the suppliers' factories 
in Indonesia and Europe. 





Integrating individual components into 
functional systems, handling turnkey 
projects from engineering to 
commissioning - Siemens has the 
knowhow and technical competence. 
This is only one example. 


For further details contact 

Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 

or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
Integration. Siemens. 
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CHINA 
Missile Deal Signed 


President Jiang Zemin and his 
Russian counterpart, Boris 
Yeltsin, signed an agreement 
in Moscow pledging China 
and Russia wouldn't target 
nuclear missiles at each other. 
The pact also said each would 
stay out of organisations that 
threatened the other and 
would prevent ideology from 
obstructing bilateral relations. 


Peace Envoy Recalled 


China recalled its 
representative from the 
Military Armistice 
Commission (MAC) at 
Panmunjom, which supervises 
the 1953 Korean ceasefire 
regime. But the agreement 
itself remains in force, a 
Chinese Foreign Ministry 
spokesman said on September 
2. North Korea unilaterally 
withdrew from the MAC after 
the United States appointed a 
senior South Korean general to 
head the United Nations team 
at the armistice talks in 1991. 
Talks haven't been held since. 


Burmese Chief to Visit 


The head of Burma's ruling 
junta, military intelligence 
chief Khin Nyunt, will visit 
China at the invitation of 
Chinese State Council 
Secretary-General Luo Gan, 
according to a report from 
Rangoon by the official Xinhua 
news agency. No date was 
given. 


MALAYSIA 
Election Rules Urged 


The Election Commission 
proposed that state-owned 
media — the bulk of the 
mainstream media — accept 
broadcasts and advertisements 
from all political parties. It also 
requested the power to 
regulate or stop abuses in the 
use of state-owned media that 
would give the ruling party an 
advantage in polls. A general 
election must be held by 
December 1995. 
SEPTEMBER 


15, 1994 
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Rahim Withdraws 


Tan Sri Abdul Rahim Thamby 
Chik, chief minister of the 
southwestern state of Malacca, 
has "temporarily" vacated his 
duties as chief of the Youth 
Wing of the country's 
dominant political party, the 
United Malays National 
Organisation. Rahim is 
currently the subject of a 
criminal inquiry into 
allegations that he had an 
affair with a minor. 





Rahim: under investigation. 


THAILAND 
Generals Promoted 


In new military appointments 
announced on September 2, 
Gen. Watanachai Wuthisiri 
was named supreme 
commander, replacing Air 
Chief Marshal Voranart 
Apichari. Gen. Prasert Sararit, 
currently a deputy supreme 
commander, will become 
permanent secretary at the 
Defence Ministry. Army 
assistant commander Gen. 
Pramon Palasin was appointed 
armed forces chief-of-staff, 


Scratch Russia from the list of targets. 
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replacing Gen. Charoon 
Poolsanong. Lieut.-Gen. 
Chainarong Noonpakdi, 
becomes army deputy chief-of- 
staff. 


INDIA 


Rao Seeks Business 


Prime Minister P. V. 
Narasimha Rao began a five- 
day tour of Vietnam and 
Singapore on September 5 
aimed at promoting Indian 
exports and attracting 
investment. Rao was also 
expected to push India's case 
for membership of the Asia- 
Pacific Economic Cooperation 
forum, whose leaders will 
meet in November. 


Media Ban Reviewed 


The cabinet will soon consider 
a report by four senior 
ministers on whether to allow 
foreign media companies to 
publish in India. (They were 
banned in 1955 by Jawaharlal 
Nehru's government.) Britain's 
Financial Times and U.S.-based 
Time magazine have proposed 


local publishing joint ventures. 


PHILIPPINES 
Koreans Freed 


Rebels belonging to the 
Muslim Islamic Liberation 
Front released seven South 
Korean hostages on September 
4. The Koreans, employees of a 
construction company, had 
been used as shields by the 
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rebels to fend off a military 
campaign against them. The 
faction is a breakaway from 
the Moro National Liberation 
Front, which is holding peace 
talks with the government. 


INDONESIA 
Party Poll 


Ismail Hasan Metareum was 
re-elected chairman of the 
United Development Party, 
known as the PPP, for another 
five-year term. Although the 
Muslim-oriented PPP is 
nominally looked on as an 
opposition party, it is closer to 
the ruling Golkar Party than 
the Indonesian Democratic 
Party. Ismail Hasan was also 
considered the government's 
choice. 


VIETNAM 
Hanoi Protests to UN 


Vietnam said on September 6 
it had asked the United 
Nations to help protect the 
rights of ethnic Vietnamese in 
Cambodia. It said an 
immigration law passed by 
Phnom Penh last month 
contravenes international 
conventions on human rights. 
Hanoi fears the law could lead 
to the arbitrary expulsion of 
ethnic Vietnamese, hundreds 
of thousands of whom live in 
Cambodia. 
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Premier vs. Preacher 


The Malaysian Government steps up its campaign against the 
banned Al-Arqam Islamic sect, detaining its leader Ashaari 
Muhammad after his deportation from self-exile in Thailand. 


By Rodney Tasker in Kuala Lumpur 


ne of the first things a visitor to Al- 
Q Arqam's "international office" on 

the outskirts of Kuala Lumpur no- 
tices is a series of prominently displayed 
colour photographs. They show the Mus- 
lim sect's leader, Ashaari Muhammad, 
sitting on a couch chatting with Thai Inte- 
rior Minister Chavalit Yongchaiyut, all 
smiles. 

Much has changed in the two months 
since the pictures were taken. Ashaari is 
now languishing in a Kuala Lumpur de- 
tention centre as a potential threat to Ma- 
laysian security, a predicament for which 
Chavalit is at least partly responsible. Thai 
police, who are controlled by Chavalit, 
plucked Ashaari from his base in northern 
Thailand on September 2 and whisked him 
south to the Thai-Malaysian border. There 
he was handed over to Malaysian Special 
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Branch officers. 

Call it an act of Asean solidarity, even 
though some senior Malaysian Govern- 
ment officials were apparently in the dark 
about the arrest. According to Thai sources, 
the operation was the result of close rela- 
tions between Thai and Malaysian police 
rather than any government-to-govern- 
ment agreement. 

Either way, the Malaysian Government 
has netted Ashaari after six years of self- 
imposed exile and cowed his increasingly 
assertive, fundamentalist Muslim sect. 
Prime Minister Datuk Seri Mahathir Mo- 
hamad's government feels Ashaari's Al- 
Arqam movement, is getting out of hand. 
It charges the sect with preaching "devi- 
ant" Islamic teachings and with harbour- 
ing political aspirations. 

The swift crackdown was in part de- 
signed to show other fundamentalist 
groups in predominantly Muslim Malay- 
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sia that they can go only so far. But Al- 
Arqam, which claims around 10,000 fol- 
lowers in Malaysia and tens of thousands 
more in 16 other countries, is the largest, 
most influential and most economically vi- 
able Muslim sect the government has tried 
to subdue. Given its influence in the Malay 
heartland of Peninsular Malaysia, and in 
particular among middle-class Malays, ob- 
servers are watching the sect's reaction 
carefully. 

One danger for the government is that 
Ashaari might now gain martyr status. The 
57-year-old former government teacher 
formed Al-Arqam in 1968, and has since 
built it up as a self-contained sect which 
runs 48 communes in Malaysia alone, com- 
plete with their own schools and medical 
clinics. It also boasts a wide range of busi- 
ness interests involving food-manufactur- 
ing, restaurants, publishing and transport. 

But Mahathir is evidently moving only 
against Ashaari and other leaders whom 
he sees as threats to national security, and 
perhaps also as potential political rivals. 
The prime minister first proclaimed his 
concern about the movement in June. He 
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later said the government did not want to 


arrest followers: “The problem is with | 


their leaders, many of whom are still stub- 
born." 

Ashaari was arrested under Malaysia's 
controversial Internal Security Act (ISA). 





Under the act, Ashaari can be held without | 
trial for up to 60 days and then can be fur- | 


Heads may roll in political 


ther detained for two-year periods at the 
pleasure of the Home Minister, a position 
concurrently held by Mahathir. 
Government ministers say Ashaari and 
his lieutenants have aroused state concern 
because of the sect's teachings, which they 
say deviate from the true Islamic path. “We 
have to stop it,” Foreign Minister Abdul- 
lah Badawi said in an interview. "It has 


developed into a cult." Defence Minister | 


Najib Tun Razak adds: "It is a very dan- 


gerous form of teaching, which, if left un- | 
checked, would cause a severe dislocation | 


in Malaysian society." 





True, his own supporters acknowledge | 
| one of the jailed leaders of the July coup 


that Ashaari claims to have regular dia- 
logues with the Prophet Mohammad. He 
also forecasts the eventual arrival of a mes- 
siah in Mecca with a caliph, or ruler, in 


Malaysia. But in recent months Ashaari has | 


become more overtly political, saying that 


he and the Prophet discuss Malaysian poli- | 
tics, and forecasting the downfall of Ma- | 


hathir and Deputy Prime Minister Anwar 
Ibrahim within six months to two years. 


More to the point, he says that if a referen- | 


dum was held in Malaysia, he would be 


more popular than Mahathir. "Obviously | 


they have a political agenda, kept secret all 
the while, to gain political power," Najib 
says. 

Now it is crunch time for Al-Arqam, 
outlawed by the government on August 26 
and waiting judgment from the Pusat Is- 
lam, the country's top Islamic authority, for 


. By Nate Thayer in Phnom Penh 





failing to repent. The movement's leaders | 
are defiant despite the moves against them. | 


“We will not just continue, we will up- | 
| gle that didn't look like it could be unrav- 
| elled without cutting some knots. Senior 


grade, we will challenge them [the govern- 
ment] legally," Al-Arqam spokesman 
Mohammad Rohdi Daud says. 

Two days before Ashaari was picked 
up in Thailand, Rohdi said the move- 





ment's plan was to file a personal suit | 


against Mahathir on their leader's behalf 
the moment he arrived back in Malaysia. 
The immediate plan announced by Al- 
Arqam is to issue a writ of habeus corpus 
for the release of Ashaari, his wife and a 
close aide, who were also detained under 
the ISA. 

Although Rohdi did not give details, 


one suit could target Mahathir for his an- | 


gry statement that Al-Arqam women are 
"more or less sex slaves," and that their 
status in the cult amounts to "legalised 
prostitution." This was a reference to alle- 
gations that men in the movement are al- 
lowed to take numerous wives in rapid 
succession. Islamic law allows men to have 
a maximum of four wives at one time. ж 
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Enemies 
Everywhere 


power struggle 

















uffering what aides and doctors de- 
scribed as “nervous exhaustion,” 
Cambodian Second Prime Minister 
Hun Sen left the country on September 2 
to be hospitalised in France. His rest was 
short-lived. 
Hun Sen had scarcely settled into bed 
when word came from Phnom Penh that 


| against him had escaped. So within days 


of leaving Cambodia, he was preparing to 
return home. 
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What awaited him was a political tan- 


officials and diplomats say the current bal- 


, ance of power in Cambodia's coalition gov- 


ernment seems increasingly untenable. 
They see a cabinet reshuffle in the cards, 
with maverick Finance Minister Sam 


, Rainsy tipped to be one of the first casual- 


ties. But that may not suffice to bridge the 
widening rift between Hun Sen and pow- 
erful members of his Cambodian People's 
Party (CPP), notably National Assembly 
President Chea Sim and Deputy Prime 
Minister Sar Kheng. 

Western countries are officially refrain- 
ing from taking sides in the factional ma- 


| noeuvring, but sources say the United 


States sees Sar Kheng as a potential stabi- 
lising force in Cambodia. 

The political instability is rooted in the 
abortive July 3 coup against Hun Sen and 
First Prime Minister Norodom Ranariddh, 
an attempt whose aftershocks continue to 
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Ranariddh (/eft), Hun Sen: cabinet reshuffle looms. 


reverberate through the halls of power. 
Though the СРР expelled from its ranks on 
August 30 three senior officials detained 
after the failed putsch, both Hun Sen and 
Prince Ranariddh believe many more po- 
litical figures were involved in the plot, 
senior advisers to both men say. 

Those fears were reinforced by the es- 
cape on September 4 of one of the three, 
former Interior Minister Sin Song, from 
detention inside a Defence Ministry com- 
pound. It was widely believed that he had 
had inside help. 

Before the escape, Hun Sen had com- 
piled a list of 43 people he wanted to arrest 
on suspicion of involvement in the coup 
attempt, diplomats and CPP sources say. 
They include Sar Kheng, who also holds 
the post of co-interior minister. But senior 
officials, including Ranariddh, have pri- 
vately warned Hun Sen of the dangers of 
moving against officials who command the 
loyalty of police and army units. "If Hun 
Sen moves for a reshuffle, there could be a 
real power struggle. People feel threatened 
already," says a Sar Kheng loyalist. 

A minister who doesn't enjoy that kind 
of security is Sam Rainsy. 
Though the finance minister is 
credited with implementing ma- 
jor structural reforms of Cambo- 
dia's battered economy, in the 
process he emerged as a third 
force, alienating not only his col- 
leagues in Ranariddh's royalist 
Funcinpec party but also both 
factions of the CPP. 

Senior officials say King No- 
rodom Sihanouk gave a green 
light to Rainsy's sacking in Au- 
gust, after refusing to do so 
twice earlier in the year. Si- 
hanouk asked, however, that the 
move be postponed until at least 
September. Other possible can- 
didates for reassignment are the foreign 
minister, Prince Norodom Sirivuddh, and 
Co-Interior Minister You Hokry, the offi- 
cials suggested. They would probably be 
offered other government posts as a face- 
saving gesture. 

Short of arresting Sar Kheng, Hun Sen 
would at least like to strip him of his co- 
interior minister post, leaving him as 
deputy prime minister without portfolio, 
sources say. But that could force the long- 
simmering factional conflict within the CPP 
out into the open. 

Sar Kheng is the brother-in-law of Chea 
Sim, the CPP's behind-the-scenes strong- 
man and a longtime rival of the high-pro- 
file Hun Sen. Chea Sim and Sar Kheng now 
control the bulk of the CPP, and many CPP 
insiders accuse Hun Sen of weakening the 
party with his coup investigation. Under 
these circumstances, analysts say, it may 
be only a matter of time before Hun Sen is 
compelled to break from the CPP and form 
his own party. Е 
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THAILAND 


Strings Attached 


U.S. conditions on military aid rankle Thais 





By Adam Schwarz in Bangkok 
T he message mattered more than the 





money. By quietly attaching condi- 

tions to military training assistance 
to Thailand, the United States Congress 
struck the two rawest nerves of the king- 
dom's foreign policy: Cambodia and 
Burma. 

The move raised nationalist hackles 
across Thailand, where accusations of sup- 
porting the Khmer Rouge faction in Cam- 
bodia or of coddling the military regime in 
Rangoon are deeply resented. "The people 
are not happy with this kind of pressure 
from Washington," says Chayachoke 
Chulasiriwongs, a professor of interna- 
tional relations at Chulalongkorn Univer- 
sity. "If the Americans want to stop their 
aid, let them stop." 

On August 23, U.S. President Bill Clin- 
ton signed into law the 1995 Foreign Op- 
erations Act, which carried two small pro- 
visions that may affect Thailand in the fu- 
ture. 

The first, which does not specifically 
mention Thailand, mandates stopping as- 
sistance to any country "cooperating tacti- 
cally or strategically with the Khmer Rouge 
in their military operations." The second, 
which concerns aid given to the Thai mili- 
tary under the International Military Edu- 
cation Training (Imet) programme, re- 
quires the U.S. Department of State to 
prepare a report by February 1 "on the 
extent of Thai military support for the 
Khmer Rouge and the efforts of the Thai 
Government to impede support for Bur- 
mese democracy advocates, exiles and 
refugees." 

The money involved is relatively insig- 
nificant, but Congress' implied warning is 
harder to ignore. In the current fiscal year, 
the U.S. has allocated US$875,000 to bring 
about 100 Thai soldiers to the U.S. for 
training under the Imet programme. 
While the Act does not set out a timetable 
for the possible cutoff of aid, the threat of 
possible sanctions has injected another 
irritant into the U.S.-Thai bilateral relation- 
ship. 

In the past year, ties between the two 
countries have been buffeted by U.S. pres- 
sure on labour and intellectual-property 
rights, investment access and allegations of 
drug trafficking lodged against several 
Thai parliamentarians. 

One U.S. official, speaking anony- 
mously, dismissed the flap over Imet "as a 
very minor hiccough in a fundamentally 
strong relationship." But on the Thai side, 
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some are taking the matter more seriously. 
In the wake of the Imet decision, Army 
Commander-in-Chief Wimol Wongwanich 
questioned Washington's commitment to 
friendly ties with Thailand. "It is not 
proper to link the Imet funds with irrel- 
evant issues such as Thailand not agreeing 
with the United States on all issues," he 
said. 

Opposition members of parliament con- 
sidered retaliating by cutting off Thailand's 
financial contribution to the Joint U.S. Mili- 
tary Advisory Group (Jusmag). The 
agency, which coordinated military coop- 
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All for Aung San Suu Kyi and democracy in Burma: 
problem area in U.S.-Thai relations. 


eration between the two nations during the 
Vietnam War, today supervises joint mili- 
tary exercises such as Cobra Gold. It also 
administers the Imet programme and ad- 
vises the Thai military on weapons acqui- 
sition. 

To the relief of U.S. defence-industry 
executives, the budget committee of the 
Thai parliament decided on September 2 
that Jusmag funding would continue, at 
least for another year. “We sell a lot of 
weapons to the Thais,” notes one U.S. offi- 
cial. 

The budget committee took its lead 
from Prime Minister Chuan Leekpai, who 
adopted a low-key response to the U.S. 
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move. He dismissed the conditions placed 
on Thailand's Imet funds as “not a big is- 
sue" and said they resulted simply from 
"communications problems" between the 
two sides. 

But analysts warn that the communi- 
cations problems, if that is what they are, 
may be difficult to resolve. Although the 
Thai Government denies any official 
knowledge of aid passing to the Khmer 
Rouge, some critics contend that lower- 
level military officers still maintain con- 
tacts — economic and otherwise — with 
the outlawed faction. An article published 
earlier this year by the former U.S. am- 
bassador to Thailand, Morton Abra- 
mowitz, repeated this allegation, much to 
the chagrin of the Chuan administra- 
tion. 

The situation in Burma may prove to 
be even more problematic for U.S.-Thai re- 
lations. The two sides differ on how to 
treat the military regime in Ran- 
goon and on how to get the regime 
to end the house arrest of Aung San 
Suu Kyi, the leader of Burma's pro- 
democracy movement. 

Recent events on the Burmese 
border could further strain bilateral 
ties, especially in light of the Imet 
language on the plight of Burmese 
exiles and refugees. In late July, 
Burmese troops attacked a Mon vil- 
lage near the Thai border and set 
fire to about 50 houses, according 
to refugees and aid workers. About 
6,000 Mon fled their camp at 
Halockhani and settled at "new 
Halockhani," just inside the Thai 
border. Fearful of further attacks by 
Burmese forces, the Mon refugees 
are resisting efforts by the Thai mili- 
tary to force them back to the old 
camp. The military has erected a 
virtual blockade around the new 
refugee settlement; a fact-finding 
team of U.S. embassy diplomats 
and congressional staffers was de- 
nied entrance to the camp in late 
August. 

Since August 31, soldiers from 
Thailand's 9th Light Infantry Divi- 
sion, based in Kanchanaburi, have 
blocked the Mon refugees from reaching 
their rice supplies at the old Halockhani 
camp. Information trickling out of the new 
camp suggests that no more rice will be 
distributed until all refugees return to 
Burma. "I'd call it a forced repatriation,” 
says a Western diplomat in Bangkok. "But 
most embassies will probably look the 
other way because no overt force is being 
used." 

Human-rights activists and aid workers 
say the move to block food supplies is part 
of a broader strategy by the Thai military 
to pressure the Mon and other Burmese 
minorities into signing ceasefires with the 
Burmese military. a 
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CENTRAL ASIA 


Proxy State 


Russia calls the shots in Tajikistan 





By Ahmed Rashid in Islamabad 
p resident Ismail Rakhmonov's writ 





does not run over vast reaches of 

eastern and southern Tajikistan. His 
country is an economic shambles, its infra- 
structure barely functioning. A two-year- 
old civil war pits government forces 
against guerillas based in neighbouring 
Afghanistan and the mountains around the 
capital, Dushanbe. Yet Rakhmonov de- 
cided recently to schedule national elec- 
tions for September 25. And despite con- 
siderable opposition to his rule, he ex- 
pected to win. After all, he was the only 
candidate, the opposition having been 
banned from contesting the poll. 

Unfortunately for the 
president, Moscow didn't like 
his plans. Some 25,000 Rus- 
sian troops prop up the hard- 
line ex-communist regime in 
Dushanbe. But as these 
troops suffer ever-increasing 
casualties at the hands of the 
rebels, Moscow's frustration 
with Rakhmonov has grown. 
Russian Foreign Minister 
Andrei Kozyrev came to 
Dushanbe on August 28 with 
a blunt message for Rakhmo- 
nov: cancel the elections. If the poll were 
held, Kozyrev said, it should be held “with 
some opposition so that Tajikistan can re- 
ally choose a legitimate government and 
not vote in a phoney election where the 
voters have no choice." 

Kozyrev also demanded that Rakh- 
monov open serious negotiations with the 
rebels. The intensification of the civil war 
in the past few months and the failure of 
two rounds of United Nations-sponsored 
peace talks has led to growing concern in 
China, Uzbekistan, Afghanistan, Pakistan 
and Iran about the Tajik problem. In the 
peace talks — in Moscow in April and Te- 
heran in June — the Dushanbe government 
refused to accept the rebels’ demand for a 
ceasefire and general amnesty as a prelude 
to talks on power-sharing. But now 
Rakhmonov has agreed to pardon rebels 
who lay down arms before September 20. 

However, while asking Rakhmonov to 
come to terms with the rebels, Kozyrev also 
made clear that if "the guerillas choose the 
language of war, the same language must 
be used in reply." Accompanying the Rus- 
sian foreign minister was the commander 
of Russia's border forces, Gen. Andrei 
Nikolayev, who forcefully repeated the line 
that Russia would defend the Afghanistan- 
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Tajik rebel radio station in Afghanistan; (/eft) 
Russia’s Kozyrev: who runs Tajikistan? 


Tajikistan border as its own. 
Nikolayev had said earlier in 
Moscow: “The borders of the 
Commonwealth of Indepen- 
dent States are our common 
borders, and their protection 
is our common task. Russian 
troops will stay here forever.” 

On August 17, Nikolayev 
signed a border-security 
treaty in Dushanbe with de- 
fence officials from Tajikistan, Uzbekistan 
and Turkmenistan, formalising the pres- 
ence of Russian troops in all three states. 
This has angered Pakistan, Iran and 
Afghanistan. Iran and Pakistan, who were 
also observers at the peace talks, have 
questioned Rakhmonov's sincerity in deal- 
ing with the rebels. And Russian attitudes 
appear confusing. Although Russia says it 
wants to work with the UN, it also clearly 
wishes to retain Tajikistan within its sphere 
of influence and cut off regional countries 
involved in the peace process. For exam- 
ple, the next round of peace talks, origi- 
nally due to be held in Islamabad in late 
August, have been indefinitely postponed. 

Russia has urged Iran to help persuade 
the rebel leadership to seek a settlement, 
and in August Iranian Foreign Minister Ali 
Akbar Velayati visited all five Central 
Asian Republics to discuss a solution to the 
conflict. However, Teheran has publicly 
criticised Moscow's major ally, President 
Islam Karimov of Uzbekistan, for his sup- 
port to the Dushanbe Government. 

The UN's peace efforts face major hur- 
dles. So far, no Central Asian state has held 
elections in which strong opposition fig- 
ures have been allowed to stand. The 
Uzbek president, who helped install 
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Rakhmonov in power, is pushing for a 
military solution to the Tajik crisis because 
he fears Islamic fundamentalism and Tajik 
nationalism could undermine Uzbekistan. 
On his part, Karimov has terrorised the 
Uzbek opposition into jail, exile or silence, 
and he would never support a free election 
in Tajikistan because it 
would raise questions 
about his own authoritar- 
ian rule. 

The legacy of two years 
of bitter civil war makes 
working out power-shar- 
ing arrangements between 
the Dushanbe government 
and the rebels no easy 
proposition. It was the 
collapse of a previous 
attempt to do so that 
brought on the present 
conflict. Moreover, ideo- 
logical divisions are less 
important than deep- 
rooted clan and regional 
rivalries in Tajikistan, and 
these are the real reasons 
for the present crisis. 

The regional dimensions of the conflict 
are becoming even more complex. China 
has been watching the Tajik civil war with 
growing apprehension, fearful that arms, 
money and Islamic fundamentalist influ- 
ence could spread to its own province of 
Xinjiang. Pakistan's frustrations centre on 
its inability to open land-trade routes to 
Central Asia through war-torn Afghanistan 
and Tajikistan. 

Meanwhile, both Uzbekistan and Rus- 
sia have accused Afghan President Bur- 
hanuddin Rabbani and his military com- 
mander, Ahmad Shah Masud, of helping 
the Tajik rebels. But at the same time the 
Russians and the Uzbeks have showered 
support on Gen. Rashid Dostam, the 
Uzbek warlord who is fighting Rabbani. 

The UN's peace efforts have not been 
helped by the lack of Western interest in 
ending either the Afghan or the Tajik civil 
wars. Washington's policy is based on 
leaving the region as a Russian sphere of 
influence. But although Moscow may now 
be offering more carrot then stick, its his- 
tory of repression and colonialism in Cen- 
tral Asia and Afghanistan limits the trust 
it can generate among the protagonists in 
the region, a trust that is a prerequisite for 
peace. 

Meanwhile, the Dushanbe government 
is paying a stiff price for its dependence on 
Russian might. Tajikistan, now part of the 
rouble zone, has been allocated КЫ 200 bil- 
lion (US$91 million) in Russian loans since 
February. As collateral it has been forced 
to give a 50% share in the massive Nurek 
hydroelectric plant and major allotments 
in industrial units to Russia. "Moscow 
owns most of Tajikistan now, so it calls the 
shots," says a Tajik commentator. LI 
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In the past year, 





we ve seen our 





storage business 





grow 30%, our 





PC business grow 100%, and our 
Alpha AXP sales increase 164%. 


Some people think those figures 
already represent a comeback. To us, 
it’s just a beginning. Digital is chang- 
ing from a company famous for com- 
plicated decision-making, to one 
famous for decisiveness. 

At our new Computer Systems 
Division, we're applying the lessons 
learned in our PC operation to our 
core business. The result: a division 


with its own manufacturing, engi- 





neering, sales and marketing—one 
that lets us pay more attention to your 


needs, with systems unequaled in 


their openness and range of choice. 


Op "t Eautpment Corporation 1994 Digital, the DIGITAL loge DEt 


THE BEST OF CISC, 
THE BEST OF RISC 


That choice begins with two equally 
supported platforms—Intel™ CISC 
for very high volume and high perfor- 
mance PC clients and servers, and our 
64-bit Alpha AXP™ RISC for 
absolutely blinding performance in 
workstations and servers. And we 
offer the only products you can con- 
vert from CISC to RISC. 

Now the industry is finally begin- 
ning work on 64-bit RISC, and we're 
happy to see this endorsement of 
Alpha AXP. But HP and Intel say it'll 
take a few years. We have 64-bit 


RISC now. With 6,000 applications. 


Alpha AXP Link Works, PAT HIVORKS, and € dre nV MS are trademarks of Digital Equipment Corporation 








OUR SYSTEM: MANY SYSTEMS 
Fact is, Digital is a multiple operating 
system company because that's what 
most of you are. In DEC OSF/1j 
we have the most standards-compliant, 
highest quality UNIX" in the industry. 
It gives you outstanding high availabil- 
ity features through clustering and the 
fastest recoverability of any UNIX on 
the market. And ours is the only com- 
mercial 64-bit UNIX system, which 
experts say will keep us the price/ 
performance leader for years. 

We offer OpenVMS"" because 
millions need it, as it provides the best 


clustering capabilities on the market 


UNIX is a registered trademark of UNIX System 


for high-security, high-throughput, 
business-critical work. We plan to 
support it, invest in it, keep customers 
fully operational with it, and intro- 
duce it to new customers as well. 

What's more, Digital has part- 
nered with Microsoft" to bring you 
the Windows" operating environ- 
ment, Windows NT" Workstation 
and Server. 

All these system options give you 
one very important thing. Choice 
without compromise. 


OUR SOFTWARE: TRULY OPEN 


Our openness even extends to software. 


One excellent example is our PATH- 
WORKS™ application, which lets 
you connect with anybody on virtu- 


ally any network operating system, no 


matter what client you're on. And our 
Link Works™ software lets you share 

and edit work regardless of application, 
on most any network operating system. 


OUR STRATEGY: 
YOU CALL THE SHOTS 


This multiple platform/multiple oper- 
ating system strategy means we never 
have to force a migration on you. You 
choose what's best now and we support 
it. You decide when, where, or if you 
want to migrate and we provide what 


you need. Simple. 


THE MOST ADVANCED 
TECHNOLOGY 


Nothing proves this better than our 
pioneering 64-bit RISC architecture. 
Where else in this industry are so many 


competitors so far behind a single leader? 


But dont worry, 





were planning a 





comeback. 
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Right now, our Alpha AXP clients 
and servers offer the highest perfor- 
mance and the best price/perfor- 
mance you can buy. 


THE EASIEST 
TO DO BUSINESS WITH 


One thing that definitely isn’t chang- 
ing is our world-class service and 
support. To be even more responsive, 
we're dramatically expanding our 
relationships with resellers, VARs and 
System Integrators. Of course, if you 
need a direct relationship, we're here, 
with our partners, delivering the 
products. Our goal is to be the easi- 
est company to do business with. 
With the products and support that 
will keep you competitive into the 
21st century. 


Just like us. 
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JAPAN 


Right 
Turn 


Socialists move away 
from pacifist ideology 








By Charles Smith in Tokyo 

t was a last fling for the doctrinaire left- 
| ists who once formed the core of the бо- 
cial Democratic Party of Japan (SDP). 
Crowds chanting Marxist slogans thronged 
the entrance of the party's Tokyo headquar- 
ters on September 3 as delegates arrived 
for an extraordinary national convention. 
A labour leader known for his moderate 
political views was roughed up, his suit 
torn as he emerged from his car. 

But at the end of the day, the 
leftists had suffered their biggest 
defeat since the party's foundation 
in 1955. A document renouncing 
most of the party's traditional posi- 
tions on issues ranging from de- 
fence to nuclear power was adopted 
after a 10-hour debate by 222 votes 
to 152. The 12-page document even 
conceded the long-disputed status 
of Japan's white flag with a red 
solid circle as a national emblem. 

While it may become the basis 
for a complete overhaul of the party 
platform, the document didn't only 
renounce individual policies. It also 
implied that ideological disputes 
had become irrelevant with the end 
of the Cold War, and that it was 
time for the socialists to start working with 
other parties to create a "new Japan." 

The message was a bitter one for del- 
egates from Hiroshima and Nagasaki, who 
still believe that pacificism should form the 
core of the SDP/'s philosophy. But the SDPJ's 
chairman, Prime Minister Tomiichi 
Murayama, and other leaders insisted that 
the party had to bring its policies up to 
date. "If we refuse to revise our position 
on the Self-Defence Forces," said SDP] Sec- 
retary-General Wataru Kubo, “we will be 
going against the government position on 
the issue. That would mean that we should 
also call for Murayama to resign as prime 
minister.” 

Murayama had already renounced 
many of the party’s traditional policies on 
defence and foreign relations. He did so 
when he took office in June 1994 as leader 
of a coalition formed by the socialists, the 
right-wing Liberal Democratic Party (LDP) 
and the reformist Sakigake group. 

In a speech delivered in mid-July, 
Murayama told Parliament he would 


“firmly maintain" Japan's security agree- 
ment with the United States — a deal once 
regarded by his party as a violation of 
Japan's commitment to unarmed neutral- 
ity. A day or two later, Murayama said he 
accepted the constitutionality of the Ja- 
panese military. The sppy’s traditional 
view on the military has been that its ex- 
istence conflicts with Article 9 of Japan's 
"peace constitution," which says that 
“land, sea and air forces will never be 
maintained." 

Murayama's position on nuclear power 
marked another important break with the 
past. For more than 30 years, SDPJ leaders 
have said the nuclear-power stations that 
provide 3096 of Japan's electricity should 
be mothballed or dismantled. Now the 
party says it accepts nuclear power as nec- 
essary, pending the development of other 
power sources. 

The prime minister's swift public recan- 
tation of traditional socialist policies ap- 
pears to have taken even some of his close 


Socialist flag wavers allowed — official. 


colleagues by surprise, especially given his | 
| laysian journalists 


background as a member of the party's 
centre-left. In the end, though, most SDP] 
delegates concluded that power matters 
more than policies. “That’s the real mes- 
sage of the socialist convention,” says Dan 
Harada, a lobbyist who is close to the LDP. 

Rei Shiratori, a professor of politics at 
Tokai University, says the new, “realistic” 
SDP] is likely to be a more reliable partner 
for the LDP than its ideological predecessor 
would have been. That, in turn, means the 
present government should survive longer 
than sceptics originally expected — cer- 
tainly for another 12-18 months, and per- 
haps for more than two years. 

But there are doubts as to how a politi- 
cally transparent socialist party will fare 
when it has to face voters at the next gen- 
eral election, or even at municipal elec- 
tions due early in 1995. If the SDPJ goes to 
the polls with nothing special to offer 
voters, says political critic Minoru Morita, 
it will risk annihilation or something close 
to it. x 
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DIPLOMACY 


Signs 
Of Life 


Japan warms towards 
East Asian caucus 











By Rodney Tasker in Kuala Lumpur 

t has been written off as a dead duck, a 
| Malaysian initiative headed nowhere. 

But recent developments suggest the 
East Asian Economic Caucus (EAEC) may 
well become reality as another grouping to 
bind the region's economic muscle. 

The focal point, inevitably, is Japan. To- 
kyo has been dragging its feet on the issue 
mainly because of pressure from the 
United States, which feels it would be left 
out in the cold if a new trading bloc cen- 
tred on Japan takes shape. But following 
assurances that the EAEC is not aimed at 
supplanting the larger Asia-Pacific Eco- 
nomic Cooperation (Apec) forum, Tokyo 
seems to be finding the idea a bit more 
palatable. 

Two developments have raised the 
hopes of EAEC proponents: Japanese Prime 
Minister Tomiichi Murayama's recent talks 
in Kuala Lumpur with his Malaysian coun- 
terpart, Datuk Seri Mahathir Mohamad; 


| and a second assault on the issue by Ma- 


laysia s deputy prime minister, Anwar 
Ibrahim, in Tokyo one week later. 

The latest word 
was from Anwar 
after talking to 
Murayama in To- 
kyo. He told Ma- 


accompanying him: 
“In my discussions 
with Murayama, 1 
told him that the 
EAEC needed to be 
translated effec- 
tively. I sensed a 
definite shift in 
position 





Murayama pledges to 
that his govern- consider EAEC. 
ment was prepared 

to reassess its stand on the matter." Anwar 
had earlier described Japan's ambivalence 
on the issue as "disappointing." 


Mahathir had already impressed his 


| views on Murayama in Kuala Lumpur. In 


a subsequent interview, Malaysian Foreign 


| Minister Abdullah Badawi said: “When the 





Japanese prime minister was here, he said 
he welcomed talking to the [Malaysian] 
prime minister to find out what the EAEC 
was all about. Japan would consider it, he 
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Which airplane 
would you prefer for 
a 16-hour trip? 
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Our airplane is the new 777. You'll find it mme m Class that’s equal to First Class on some airplanes; 
has plenty of headroom, even for tall and can handle the widest Economy Class 
passengers. Centerline clearance: 6 feet, 4 inches. seats in the air. 

And it has nearly vertical sidewalls so Tbeirs. And it has the widest aisles, too, so it's 
theres more head- and shoulder room. And easier to move about the cabin, even at meal 
more under-seat stowage. times. 

The 777 has a better First Class; a Business The 777. The next-century airplane. Now. 
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Plenty of headroom, even 
for tall passengers. Overall 
clearance under the center 


With 9-abreast seating, the B 
bins: 6 feet, 4 inches. 


777 has the widest 
economy seats in the air. 












More nearly vertical sidewalls 
at seat height mean more 

shoulder room—and more 

under-seat stowage. 


Bins swing out and 
down so they re 
easier to use. 


The cabin architecture 
can accommodate 
the newest, most 
versatile in-flight 
entertainment systems. 


First Class passengers 
have the same 
luxurious seats as in 
747 First Class cabins. 


And the widest aisles, too. 


The Business Class cabin on 
a 777 is the same as First Class 
in competing jetliners—seats 
are the same width in both. 


This 777 comfort soon to be 
brought to you by these premier 
airlines: All Nippon Airways, 
Cathay Pacific Airways, China 
Southern Airlines, Japan Airlines, 
Japan Air System, Korean Air, and 
Thai Airways International. 
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—— Successful people 
mE apply a vast 

| amount of energy 
| creating prosperity 
and position. 
2:5] However, the 
future is never certain. 
Unpredictable political, eco- 
nomic or personal circum- 
stances could adversely affect 
their wealth. 

Protection of a hard-earned 
fortune must be a priority, and 
now is the time to make 
arrangements which can pre- 
serve wealth for the future, so 





that you can be sure that your 
loved ones will be looked after. 

Almost certainly the best 
way to achieve that purpose 
will be a Trust. Because a 
Trust is at the core of wealth 
preservation as well as other 
broader asset protection 
devices. 

But a Trust needs a Trustee, 
so who can you talk to? Who 
can you trust to be uncompro- 
misingly professional, utterly 
discreet, and of course 
absolutely dependable? 

HongkongBank International 
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Trustee ров but who will istration of 


all the neces 
sary experience 
and expertise, 
with the backing 
of the HSBC 
Group. Our special service is 
designed to protect and preserve 
your assets, worldwide, through 
an international network of 
branches and subsidiaries 
offering total protection and 
easy transfer of assets. 

We call it Global Asset 
Protection. 

It provides for unique admin- 


take care of 
the trust? 


your financial 

affairs, and 

unparalleled 
protection for 
your future. 

Consider well in whom you 
place your trust. 

Act now to capitalise on the 
distinct advantages of Global 
Asset Protection. 

Telephone 533 6222 or 
write to HongkongBank 
International Trustee Limited, 
Level 13, 1 Queen's Road 
Central, Hong Kong. 


SOONER OR-EATERSYOU'LL NEED TO PUT.YOUR TRUST IN*SOMEONE 
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said. He also said other countries must also | 


Chan'sChance 


New premier moves fast to defuse Bougainville crisis 


support it." 

By mentioning "other countries," did 
Murayama mean that the acquiescence of 
the U.S. was essential? Badawi said he 
wasn't sure. "I would guess that the Ameri- 
cans have serious reservations on this," he 


said. "The fact that Japan is concerned . 
about U.S. feelings about the EAEC — that's | 


true. That's a fact." He added: "Australia 


has been making a lot of noises. But I don't | 


think Australia's view will worry the Ja- 
panese or the Koreans . . . it is the Ameri- 
cans who are harping on this one." 


While Japan and South Korea have been | 


wavering on the EAEC concept, Badawi 
noted, China supported it "right from the 


beginning." That support is significant. | 
With its massive, currently booming, | 
economy, China is essential to the success | 
of the EAEC, not just as a partner but as a | 


counterweight to regional economic super- | 


power Japan. As one senior Asean official 


describes it: "The Asean countries want to | 
manage Japan as part of the region. For | 
| said soon after he was 


this, they need China." 
China's positive stance was confirmed 


by Anwar during a China visit that pre- | 
ceded his Tokyo trip. After his meeting | 


with Chinese Premier Li Peng, he told the 
Malaysian press: "Li Peng gave us an as- 


vince other countries on why they needed 
to be members of the EAEC . . . this is abso- 
lutely encouraging." 


Originally a Malaysian initiative, the | 


EAEC proposal is being pushed by Asean 
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| with the rebels. The very 
surance that China would work to con- | 





countries as a whole since their 1992 sum- | 
mit in Singapore. It adds another layer to a | 
regional economic structure that already | 


includes the homespun Asean Free Trade | 
Area, or Afta, which aims eventually to | 


turn Southeast Asia into a European 
Union-style common market. 


is intended not as a trading bloc but as a 


"loose forum" of East Asian countries. | 


Asean ministers have agreed that the cau- 


cus will be a grouping of Asian countries | 


within Apec, which includes the U.S., Aus- 
tralia and other Pacific Rim states. These 
non-Asian countries want Apec to be the 
region's umbrella economic grouping, 
leading them to view the EAEC with suspi- 
cion. 


A driving theme behind the EAEC initia- | 


tive is to persuade China, Japan and South 


Korea to join Asean in bolstering the re- | 


construction and development efforts of 
regional economic laggards Vietnam, Cam- 


bodia, Laos, and Burma. "The outflow of | 


illegal job-seekers [from these four coun- 


tries] certainly causes problems," Badawi | 
says. “So labour-intensive industries must | 


be created there." But gaining an East 


Asian consensus on setting up the EAEC as | 


| conference before Octo- 
Badawi stressed, however, that the EAEC | 








a vehicle to carry this out is an uphill task. | 


As Badawi says: "It takes a little bit of time; 
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By Rowan Callick 
[ t took Sir Julius Chan 12 years to make 





his comeback as Papua New Guinea's 

prime minister, but now that he’s back, 
he appears to be rapidly making up for 
lost time. 

The 55-year-old premier has moved fast 
to try to solve PNG's biggest problem: the 
six-year-old secessionist guerilla war on the 
island of Bougainville, 800 kilometres from 
the PNG mainland. During the conflict, 
hundreds of civilians have died from lack 
of medical treatment and supplies, and 
more than 300 rebels and government sol- 
diers have been killed. 

“Bougainville is the top priority,” Chan 


sworn in on August 30. 
On September 2, he flew 
to the neighbouring Solo- 
mon Islands for talks 


next day, Chan and 
Bougainville Revolution- 
ary Army chief Sam 
Kauona signed a peace 
accord. Rebel and gov- 
ernment forces were told 
to hold their positions 
until a complete ceasefire 
was announced within 
the next seven days. 
Chan and Kauona 
also agreed to hold a 


ber 10 to discuss political 
issues and a possible 
peacekeeping force on 
the island. This force 
would probably comprise troops from Fiji, 
Vanuatu and possibly Tonga. The issue of 
independence for Bougainville, a rebel de- 
mand, was not directly addressed at the 
Chan-Kauona talks. 

Besides reducing the toll in human suf- 
fering, the Bougainville accord could also 
get the Panguna copper mine, one of the 
world’s largest, producing again. The mine 
has been one of the focal points of the con- 
flict, with disputes over its royalties fuel- 
ling secessionist feeling on Bougainville. 

Controlled by the Australian mining 
firm CRA, Panguna used to provide about 
20% of PNG’s government revenue and 
44% of export earnings. Getting the mine 
productive again would take much time 
and money — 18 months and US$480 mil- 
lion, says CRA Chairman Mark Rayner — 


but at least it now looks possible. 
perhaps longer than we anticipated.” W 


The new prime minister’s next task is to 
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Bougainville rebel: a break for 
new Premier Chan. 


NEW GUINEA 


jump-start the US$750 million Lihir project, 
which would mine the world’s largest gold 
find this century. Chan is eager to see the 
project developed because it lies in his 
Namatanai constituency, and both he and 
Finance Minister Chris Haiveta have 
promised to put the project on the fast 
track. 

The Lihir project has been stalled for a 
year following efforts by ex-Premier Paias 
Wingti and his mining minister, Sir John 
Kaputin, to obtain 50% of its equity for the 
government at a discount. They had 
planned subsequently to sell 20% of the 
shares to Malaysian interests. 

All that has changed. It now seems 
likely that 24% of the mine’s equity will be 
held by the British firm 
RTZ and a joint-venture 
partner. The PNG Gov- 
ernment and the Austral- 
ian-listed Niugini Min- 
ing will hold 10% each, 
while the rest will go to 
the public. 

For the dynamic 
Chan, moving from the 
role of second fiddle in 
other men’s govern- 
ments to activist leader 
must be a revitalising 
change. He last was 

rime minister from 
1980 to 1982. His second 
chance came in the shape 
of a late August decision 
by the Supreme Court, 
which annulled Wingti's 
September 1993 re-elec- 
tion and directed Parlia- 
ment to elect a new premier. A demoral- 
ised Wingti decided not to run again, and 
Chan, his deputy, grabbed the opportunity. 

In the run-off for the premiership, Chan, 
leader of the People’s Progressive Party, 
defeated former parliamentary speaker Bill 
Skate of the National People’s Congress by 
69 votes to 32. Chan then formed a coali- 
tion government with Haiveta, leader of 
the Pangu Party, formerly the main oppo- 
sition party, and a handful of smaller par- 
ties and independents. 

Chan is likely to stay in power until the 
next national election in 1997. New prime 
ministers in PNG gain an 18-month mora- 
torium from no-confidence motions. Such 
motions are also barred in the 12 months 
prior to an election. As a result (and in the 
light of the Bougainville accord), the im- 
mediate prospects for political stability 
look good. » 
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Pro-democracy protesters face to face with police in Beijing in 1989. Now, the dissident leaders are more interested in fighting each other. 


Innocents Abroad 


Five years after the Tiananmen massacre, the overseas Chinese 
democracy movement — once almost a government in exile — 
is beset by infighting and looks doomed to irrelevance. 





By Carl Goldstein in Boston, New York 
and Princeton 





Early in 1993, China's chroni- 
cally divided democracy 
movement finally seemed to 
i be getting its act together. 
Four years after the Tianan- 

' men massacre, the two lead- 
ing groups of political exiles met in Wash- 
ington to form a single party. The idea was 
to focus the energies of the many activists 
and intellectuals who had escaped or been 
expelled after the 1989 massacre, the better 
to achieve their common goal of ending 
communist rule in China. 

Among those attending the meeting 
were names to be reckoned with: Yan Jiaqi, 
for example, once head of an important 
Beijing think tank and a top adviser to 
former Communist Party chief Zhao Zi- 
yang; and Liu Binyan, the former People's 
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Daily reporter who became China's most 
famous practitioner of investigative jour- 
nalism and advocate of a free press. 

Another attendee was astrophysicist 
Fang Lizhi, often called China's Sakharov, 
whose outspoken advocacy of academic 
and political freedoms inspired a genera- 
tion of students. Representing China's nas- 
cent private sector was Wan Runnan, 
founder of the Stone Computer Group in 
Beijing, who had funded non-party organi- 
sational activity during the run-up to 
Tiananmen. 

These men and others in the democracy 
movement wielded considerable power 
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and influence in the China of the 1980s. 
Their plans to set up modern China’s first 
true opposition party doubtless set alarm 
bells ringing behind the high walls of Bei- 
jing’s Zhongnanhai compound, where Chi- 
na's leaders live and work. 

In fact, simply holding the unity confer- 
ence represented an achievement. Since the 
Tiananmen massacres focused world atten- 
tion on the struggle to bring democracy to 
China, many activists had been arguing 
that it was counterproductive to remain 
divided. Not only the objectives but even 
membership lists of the two groups, the 
Federation for a Democratic China (FDC), 
established in Paris after Tiananmen, and 
the Chinese Alliance for Democracy (CAD), 
formed in New York in 1982, matched 
closely. 

"We've had so many internal splits 
without any substantive basis — just per- 
sonal and financial disagreements," says 
Yan Jiaqi, who served as the first chairman 
of the FDC. Sitting in the sparsely furnished 
Brooklyn rowhouse apartment he now 
calls home, the 52-year-old Yan still looks 
every bit the ascetic scholar-bureaucrat he 
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exemplified when he headed the influen- 
tial Institute of Political Science in Beijing. 
"At the time of the unity conference it 
looked as if we had overcome these differ- 
ences," he says. 

No such luck. Proceedings broke down 
almost immediately over the selection of 
officers. By the end of the conference's first 
day, there was not one but three organisa- 
tions, each claiming the mantle of leader- 
ship of the movement. 

Such chaotic infighting has become the 
rule rather than the exception among the 
shifting spectrum of political groups, foun- 
dations, magazines and human rights or- 
ganisations that make up the overseas de- 
mocracy movement. Instead of expanding 
their influence abroad and connections 
with dissident networks at home, most of 
the leading figures have dissipated their 
energies in factional struggles and an un- 
ending search for funding. And, 
with little prospect that coopera- 
tion will improve, the dissident 
movement seems set to become 
increasingly marginalised and ir- 
relevant. 

The collapse of the latest at- 
tempt to unify the various factions 
must have given the old men of 
Zhongnanhai the opportunity for 
a good belly laugh. But in America 
many of the protagonists were still 
fuming more than a year later. 
"Such an anti-democratic election 
was like a farce from the time of 
Yuan Shikai,” says Wang Ruo- 
wang, referring to the would-be 
emperor of the early Republican 
period. The noted writer has 
swapped a flat in a Shanghai tene- 
ment for a shabby walk-up apart- 
ment in the Elmhurst section of 
Queens, New York. 

At the age of 76, Wang appears 
to have lost none of the zest for 
battle that for decades made him a 
thorn in the side of Beijing’s liter- 
ary and political commissars. He 
enjoyed the distinction, along with 
Liu Binyan and Fang Lizhi, of be- 
ing blamed by Deng Xiaoping for 
provoking the student demonstrations that 
swept China’s campuses in late 1986. Now 
Wang’s battles are with his ostensible com- 
rades in the overseas democracy move- 
ment, a good number of whom — Yan 
Jiaqi for one — call the snowy-maned po- 
lemicist a prime cause of the failure of the 
unity conference. 

“With the enemy far away, they can 
only turn their fire on their comrades,” says 
Gong Xiaoxia, an exuberant 20-year vet- 
eran of dissident political activities both in 
and, since 1987, out of China. She should 
know. Conversations in her tiny office at 
Harvard University, where she is complet- 
ing work for a doctorate in sociology, are 
peppered with denunciations of other well- 
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Democracy days in Tiananmen Square, 1989; Wa 
Ruowang (inset): the laugh’s on the dissidents. 


known figures in the movement — espe- 
cially the young student leaders of the 
Tiananmen protests, Shen Tong and Chai 
Ling. "Our generation knew it was a vi- 
cious, brutal regime," she says, touching 
on the generational split that is the dissi- 
dent movement's great divide. "But for 
them it was so easy to earn sudden fame, 
and the more irresponsible they became, 
the more famous." 
S uch squabbling is a far cry from the 
heady early days of the movement. 
For one or two years after Tianan- 


men, it was possible to regard the move- 
ment as a virtual shadow government 
awaiting the seemingly inevitable collapse 
of the Chinese Communist Party. The ex- 
iles’ contacts with key members of the 
United States Congress, human rights lob- 
bies, religious groups and labour organisa- 
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tions became an important weapon іп the 
Democratic Party's campaign against then- 
President George Bush's China policy. 

Another achievement was keeping the 
cause of human rights in China high on 
the U.S. political agenda in the post- 
Tiananmen years. “Without their activities 
abroad, many things might perhaps have 
occurred [in China] without any notice by 
the international community,” says Ding 
Xueliang, a lecturer at the Hong Kong Uni- 
versity of Science and Technology. “This is 
their biggest achievement.” 

But the more ambitious hopes of the 
movement’s well-wishers have been 
shoved aside by the Chinese Government's 
stubborn strength and economic resilience. 
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At the same time, the movement's ability 
to influence American policy towards 
China has steadily declined with the pas- 
sage of time since Tiananmen. 

That was never more apparent than in 
May, when President Bill Clinton formally 
delinked human rights from renewal of 
China's most-favoured-nation (MFN) trad- 
ing status in the U.S. The move came al- 
most on the eve of the fifth anniversary of 
Tiananmen. With U.S. and other foreign 
companies eager to tap into China's bur- 
geoning market, the political weight of 
business lobbies simply overwhelmed 
those voices — whether Chinese or Ameri- 
can — calling for a higher value to be 
placed on human rights. 

The movement's ability to reach into 

China and influence events there is even 
more in doubt. "The only people in China 
I know who still care about what they [the 
leading dissidents] are doing overseas are 
their close friends or relatives, and the state 
security people," says Ding, who conducts 
research on the social consequences of eco- 
nomic reform in China. 
A major factor limiting the exiles' influ- 
ence in China is the 
very pace of the broad 
economic, social and 
even political changes 
now sweeping the 
country. The situation 
is different from that 
of the 1980s, when 
what American aca- 
demic Merle Goldman 
calls a "democratic 
elite" within the Chi- 
nese Communist 
Party pushed for po- 
litical liberalisation from above. Today’s 
ferment is unfolding from the bottom up. 
Untold numbers of business people, free- 
lance scholars, labour activists and others 
are busily going about the work of creating 
a civil society, in which structures and 
groups form and function without refer- 
ence to party permission. 

In the face of such a process, the lead- 
ing members of the 1980s generation of 
democratic elitists — now mostly living in 
the U.S. — become less relevant to the situ- 
ation within China with each passing day. 
“The time has passed for that whole gen- 
eration,” says Goldman, who teaches mod- 
ern Chinese history at Boston University. 
“Their methods are too traditional, too like 
the literati of old trying to influence the 
government to do good.” 

One result of such increasing irrele- 
vance is the dwindling of any prospect that 
they might eventually return to leadership 
positions in a future Chinese government. 
Says James Lilley, a former U.S. ambassa- 
dor in Beijing who is now director of Asian 
studies at the American Enterprise Insti- 
tute: “In the future, the power will belong 
to those who stayed and rose to positions 
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of authority within the system, not to the 
ones outside China.” 

This dilemma of how to remain relevant 
is one of which the exiles themselves are 
painfully aware. "It's only natural that an 
overseas movement like ours has no roots 
in its adopted country," says Wang Juntao. 
“I never wanted to become a pitiful refu- 
gee, but I had no choice," the 36-year-old 
activist adds. 

Wang's early-May release from prison 
and immediate expulsion from the country 
was Beijing's final face-saving gift for U.S. 
President Bill Clinton in advance of the 
МЕМ decision. His jailers, says Wang, told 
him to either leave the country or go back 
into prison. Chen Ziming, Wang's col- 
league at the privately funded Social and 
Economic Research Institute of Beijing, was 
released from jail at about the same time. 
Facing the same choice, Chen refused to 
leave and has lived under virtual house 
arrest ever since. 

The exile’s movement also lacks a sin- 
gle recognised leader. "We have many rep- 
resentatives, but no one to unite us," says 
Yan Jiaqi. Yet there is one name that some- 
times comes up as a candidate for the role 
— Wang Juntao. By the time of his arrest 
in 1989, Wang had achieved a formidable 
reputation as a political organiser. A key 
figure in the 1978-80 Democracy Wall 
movement, he narrowly missed election in 
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1980 as a Beijing Uni- 
versity representative to 
the Municipal People's 
Congress. His group 
managed to field candi- 
dates in nine of Beijing’s 
12 electoral districts for 
the poll, which took 
place during a relatively 
brief window of party 
tolerance for democratic 
stirrings. 

A few years later, us- 
ing the space afforded 
by his status as the son 
of a high-ranking mili- 
tary officer, he helped 
his comrade Chen Zi- 
ming organise an inde- 
pendent think tank and gained official reg- 
istration for an influential weekly journal. 
He served as a senior adviser to the Tianan- 
men student leaders in 1989, though they 
ultimately rejected his counsel to leave the 
square before a bloody confrontation with 
the army ensued. 

Yet Wang, at least for the record, dis- 
counts the possibility that he could achieve 
overall leadership of the exile movement. 
Instead, he criticises existing dissident 
groups for expending too much energy on 
internal struggles for power within too 
many organisations, leaving too little time 








Wang Juntao: exile's dilemma. 


for substantive actions. 

Will Wang prove 
any different? Several 
days after delivering 
this critique to a visitor, 
Wang showed up at 
the U.S. Government- 
funded National En- 
dowment for Demo- 
cracy, looking for finan- 
cial backing — to estab- 
lish yet another organi- 
sation. 

Still, there is one ray 
of hope for exiled demo- 
crats fretting over their 
declining influence in 
China. They may recall 
that in the final years of 
the 19th century and the first decade of this 
century, Sun Yat Sen rallied Overseas Chi- 
nese opposition — and tapped their cash 
coffers — in the fight against the brittle and 
corrupt Qing dynasty. 

Sun’s long years of struggle were 
crowned with success in 1911, when the 
Manchu regime collapsed, albeit largely 
from its own weight. Sun — who is re- 
vered by both communists and national- 
ists as the father of modern China — was 
in Denver at the time of the revolution, but 
went on to become the president of the 
fledgling Republic of China. a 
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Activist Unbowed 


Shen Tong shrugs off his critics 


In the summer of 1992, stu- 
dent leader Shen Tong de- 
cided to take Beijing at its 
^ word. Come home, it had ef- 
" fectively told the Tiananmen 
exiles; all is forgiven. Yet 
within three months of returning to China, 
Shen had been arrested and expelled from 
the country along with several foreign sup- 
porters. 

There is little doubt what prompted his 
ejection. During his brief stay in China he 
made an abortive and highly public 
attempt to establish a Beijing branch of his 
Boston-based Democracy for China Fund. 
He also left the capital to make "secret" 
contact with members of the dissident un- 
derground in Hunan and other provinces 
— accompanied by a three-man French 
film crew. 

Shen's procession through provincial 
capitals, trailed no doubt by squadrons of 
state security agents, may have had its 
comic aspects. But matters took a consider- 
ably less amusing turn after his arrest on 
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September 1, when а 
number of the people 
he made contact with 
were rounded up by 
the authorities. 

Shen puts the num- 
ber detained at seven. 
Amnesty International 
at the time said more than a dozen had 
been arrested. None had the benefit, as 
Shen did, of a letter to Premier Li Peng 
signed by 74 United States senators de- 
manding, and getting, his release. What- 
ever the exact number arrested, Shen's 
many critics in the overseas dissident com- 
munity say he should have known what 
the result of his grandstanding would be. 

Two years on, the fiasco continues to 
raise hackles among other activists. "Shen's 
return to China was a self-promoting 
event," says Xiao Qiang, executive director 
of the New York-based Human Rights in 
China. “Не claimed it was to build bridges 
between the movement overseas and at 
home, but there was no follow-up." Other 





Shen Tong: no forgiveness. 


dissidents say Shen 
failed to take steps to 
protect those who 
would be endangered 
by meeting him. 

Shen is unrepent- 
ant. "They were all 
prepared to deal with 
the consequences; they 
even designed the pro- 
gramme," he says of 
his contacts. Anyway, 
he adds, six of the 
i seven served less than 
six months in jail. The 
seventh — his assist- 
ant, Qi Dafeng — got two years in a 
Qinghai prison camp, “but the association 
with me was only the last straw for him,” 
Shen asserts. 

If the criticism bothers him, he gives lit- 
tle sign of it. A handsome, articulate young 
man with bushy hair, he fixes visitors with 
an intense gaze that signals profound self- 
confidence. He also speaks nearly flawless 
English. 

Such personal skills have helped Shen 
make his way in the U.S., and have been 
particularly useful in the political arena. 
^He's the only one of the dissidents who 
has really adapted to American-style lob- 
bying," says Nancy Hearst, librarian for 
the Fairbank Centre for East Asian Re- 
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search at Harvard University. Shen him- 
self says his group's main interest is to 
"reach out to mainstream American poli- 
tics." 

Its an approach that seems to work. 
Shen's supporters managed to get three- 
fourths of the U.S. Senate to come to his 
aid in 1992. And on his fund's board of 
directors are people such as Coretta King, 
widow of slain civil-rights leader Martin 
Luther King, and Charles Liechtenstein, a 
former U.S. ambassador to the United Na- 
tions. 

But how would such skills play in 
China? Hearst recalls seeing Shen in the 
lobby of the Jianguo Hotel in Beijing 
shortly before his arrest; he was working 
the lobby like a politician running for of- 
fice, shaking every hand in sight. 

Indeed, between work on a doctorate in 
political sociology at Boston University, 
Shen is often out working the hustings. He 
speaks to a wide variety of audiences about 
China and Tiananmen, particularly student 
groups. He says people still give his talks 
an enthusiastic reception. "The glamour of 
Tiananmen has never diminished," he says 
without apparent irony. 

Shen professes disappointment that 
some people think he is a diehard dissi- 
dent trying to make a living off Tianan- 
men. "This influences our 
ability to get resources to 
continue our work,” he 
says. 

In fact, some of the 
comment is much less 
polite than that. "People 
like Shen Tong and Chai 
Ling benefited from June 
4 — they ate steamed 
bread soaked in other 
people's blood," says 
Gao Xin, a former hun- 
ger-strike leader. 

Or listen to Gong 
Xiaoxia, whose involve- 
ment in dissident politics 
dates back to the mid- 
1970s. She implicitly criti- 
cises Shen and other 
young student leaders for 
not having died in the 
Tiananmen carnage. “А leader should sac- 
rifice himself first, not like those people. 
When the time came they ran away first,” 
says Gong. 

Much of the almost visceral dislike 
many in the exile community hold for Shen 
and others of his generation can be ex- 
plained by age differences. The Tiananmen 
generation of dissidents were mostly 
young student leaders. Many of their crit- 
ics are 40- and 50-something former offi- 
cials who were members of the senior in- 
tellectual elite and often also of the Com- 
munist Party. They were also driven from 
China by the post-Tiananmen crackdown, 
but many left unwillingly and still blame 


Chai Ling (/eft) with another dissident after 
addressing the Democratic national convention 
in New York in 1992. /nset: Gong Xiaoxia. 


the younger dissidents for their abrupt ex- 
pulsion. 

One indication of the chasm between 
the two groups is the variance in their 
analysis of China's current transformation. 
On one side are those like Shen Tong who 
argue that much of the apparent change is 
superficial. "You tell me what has 
changed," Shen declaims. “Наз the 
number of political prisoners declined? 
Has institutional change occurred? Has 
there been any reduction in corruption or 
social tension?" 

On the other side are those like Yan 
Jiaqi, 52, or Chen Yizi, 53, who were both 
senior advisers to Party chief Zhao Ziyang 
before his downfall in 1989. They point to 
the changes that are taking place at the ba- 
sic levels of society, the formation of a 
range of grassroots interest groups, and the 
rise of non-state businesses. 

"The base has already changed; it's just 
the top levels of the Communist Party that 
have not," says Chen, pausing to blow 
smoke from yet another cigarette into the 
air of his Princeton University-supplied 
apartment. “This type of change improves 
China's chances of undergoing peaceful 
evolution, rather than a massive, bloody 
upheaval." 

These differing views produce oppos- 





ing visions of how to deal 
with the Beijing regime. For 
Chen and Yan, the role of 
the overseas-democracy 
movement must be to seek 
out liberal elements within 
the power structure and combine with 
popular pressure for change from below. 
For Shen; the regime can never be forgiven 
for suppressing the 1989 pro-democracy 
movement. "Some say that for the sake of 
China's stability we should put June 4 
aside," he says passionately. "My answer 
is that the struggle against totalitarianism 
is largely a struggle against forgetting." 

ш Carl Goldstein 
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CHINA 


The Morning 
After 


Times are hard for 
exiled activists 


In a market economy, some 
Chinese exiles have found to 
their sorrow, fame has a brief 
à shelf life. 
For a year or two after the 
1989 Tiananmen massacre, 
the telegenic young leaders of the ill-fated 
pro-democracy movement were showered 
with money from well-wishers. Says writer 
Gao Xin: "I remember seeing Wuerkaixi 
and Shen Tong actually turn down cheques 
from members of the audience after giving 
speeches, because the numbers were too 
small. They didn't think it would be worth 
cashing them." Gao is now a visiting 
scholar at Harvard University's Fairbank 
Centre for East Asian Research. In 1989, he 
was a Tiananmen hunger-striker and one 
of the last to leave the 
square in the early hours 
of June 4. 

Many of the senior 
scholars and intellectuals 
who fled or were driven 
from China in the period 
after Tiananmen were 
given cushy fellowships 
at prestigious universities 
in the United States. 
Foundations vied to pro- 
vide financial support to 
their organisations. Tai- 
wan's Kuomintang gov- 
ernment gave massively, 
as did private groups on 
the island. 

Princeton. alumnus 
John Elliot donated US$1 
million to establish the 
China Initiative, a research 
institute and public educa- 
tional centre under the 
leadership of dissident 
journalist Liu Binyan. 
America's government- 
funded National Endow- 
ment for Democracy (NED) opened the 
financial taps to a host of organisations 
and asked few questions — until it was 
too late — about how the money was to 
be used. 

But that was then; these days, the exiles 
are getting cold lessons in self-reliance and 
the rules of the marketplace. "It's tough to 
survive in America," says Ruan Ming, a 
former aide to Communist Party chief Hu 
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Yaobang and a fellow at the China Initia- 
tive. "Everybody is fighting for money." 

The centre, an oasis in an increasingly 
harsh environment, provides a home for a 
dozen or so dissident intellectuals. Others 
are much less fortunate. Stints as visiting 
scholars have come to an end, and Chinese 
academics with often negligible English- 
language skills are rapidly finding they're 
no longer hot commodities on American 
campuses. 

The waning appeal of the Chinese ex- 
iles is partly a matter of the passage of time 
and the world's tendency to forget. More- 
horrific events compete for public atten- 
tion. Against genocide in Rwanda, or the 
agonies of the former Yugoslavia, what 
weight should be given to the death of 
perhaps 1,500 people in China five years 
ago? 

China's rapid economic progress has 
also created different, or at least compet- 
ing, images: rising Chinese living stand- 
ards and business opportunities for Ameri- 
can companies, rather than tanks rolling 
over the bodies of defenceless students. 

This creates difficulties for those who 
try to present a more nuanced view of de- 
velopments in China. "If you just sing out 
about democracy, you can still get money 
from foreigners," says Chen Yizi, founder 
of the Centre for Modern China in 
Princeton, New Jersey. “But if you describe 
real, complex problems, it's much more 
difficult to get support." 

The exiles have also themselves to 
blame. Publicly conducted feuds and finan- 
cial scandals have given the whole move- 
ment a bad name — even those organisa- 
tions that try to stay above the fray. Says 
Xiao Qiang, executive director of the New 
York-based Human Rights in China: "The 
exile movement has such a reputation for 
misusing money that it gives us tremen- 
dous difficulties in fund-raising. We have 
to work triple hard to build up credit and 
get support." 

Xiao's group channels money to the 
families of political prisoners in China and 
issues reports on human-rights conditions 
there. Among the organisations still pro- 
viding funds to it are financier George 
Soros’ Open Society Fund and the Mac- 
Arthur Foundation. 

The NED and its associated institutions 
have actually increased their spending on 
China-related programmes, committing 
US$1.4 million in the year ending in June. 
But much tougher accountability and 
book-keeping standards have been in place 
since 1992. That was when a scandal 
erupted in the Foundation for Human 
Rights and Democracy in China, which the 
NED had established to funnel money to 
pro-democracy organisations. 

Following an ugly bout of finger-point- 
ing and tit-for-tat accusations of misuse of 
funds, auditors were sent in by the NED to 
clean up the mess. They reported back that 
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the group's books were so chaotic as to be 
unauditable, according to the NED's Asia 
programme officer, Judith Shapiro. 

Besides imposing tighter conditions on 
grantees, the NED has stopped working 
with some of the groups that were most 
plagued by infighting. At the same time, 
though, it has strengthened ties with 
groups that can demonstrate an effective 
track record. "We've moved away from 
funding the more stunts-oriented groups, 
and toward giving money to people who 
are actually getting information into 
China," says Shapiro. 

In the former category, she names 
Tiananmen student leader Shen Tong's 
Democracy for China Fund. She also cites 
the group led by writer Hu Ping, which 
was formed around the magazine previ- 
ously known as China Spring . Hu rocketed 
to fame in 1980 by gaining the most votes 
at Beijing University elections for a seat in 
the Municipal People’s Congress, though 
the Party subsequently prevented him and 
other winning dissidents from taking their 
seats. In another, more controversial, battle 
Hu led last year’s unsuccessful legal chal- 
lenge in a California court against another 
dissident group, the Alliance for a Demo- 
cratic China. 

The problem for the NED is that it has 
come to be seen by many exiles as the ulti- 
mate sugar daddy. "We're not the new iron 
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Wuerkaixi with his Taiwanese bride, Chen Hui-ling, 
and Gao Xin (below): hard lessons in self-reliance. 


rice bowl, but sometimes I feel 
we're expected to provide a living 
to people just because they're fa- 
mous dissidents," says Shapiro. 

The recently released activist 
Wang Juntao was only the latest — 
and almost certainly not the last — 
to make a beeline for the Washing- 
ton offices of the NED. Increasingly, 
Shapiro says, the NED's answer to 
requests to fund the creation of yet 
another institute or foundation or 
centre, is: "Learn to cooperate with 
existing groups that are already do- 
ing the same things, and then we'll 
talk." 

Besides the NED, the main source 
of money has been Taiwan, where 
the Chinese Communist Party's old 
rival, the Kuomintang, holds sway. 
The combination of Taipei's obvious 
political incentive to support anti- 
communist exiles, together with the 

island's wealth, has proved lucra- 
f tive for the overseas-democracy 
movement. 

No estimates exist for the 
amounts provided; much of the 
money from the Taiwan Govern- 
ment or the Kuomintang is con- 
veyed through private individuals 
and foundations. But most analysts 
agree that, overall, the island has 
been the No. 1 source of funds. 

But the money has also brought 
problems. Taiwanese funding has 
contributed to some of the splits that have 
racked the exile community, as those who 
were flush with Taiwanese funds propor- 
tionally increased their influence in the dis- 
sident councils. 

A case in point was when Wang 
Ruowang arrived at the January 1993 unity 
conference with US$80,000 in Taiwanese 
money in hand. Half the amount, he said, 
was from Wang Tih-wu, a newspaper pub- 
lisher and former member of the Kuo- 
mintang central standing committee; the 
other half was from unspecified sources. 
Two people who took part in the unity con- 
ference say Wang Ruowang — seen by 
many as a prime cause of its failure — 
wouldn't have been able to play the spoil- 
er's role so effectively without some finan- 
cial muscle to back him up. 

Yet Taiwanese money is also a dwin- 
dling commodity. The rise of ethnic-Tai- 
wanese political power on the island has 
made the ruling party less eager to fund 
mainland opposition groups. Yang Jianli, 
the earnest young vice-president of the AI- 
liance for a Democratic China, says money 
is still available for specific projects — but 
not for the steady, predictable support that 
could enable the group to function more 
effectively. 

“We could survive without [money 
from Taiwan], but things would be a lot 
more difficult" he says. ш Carl Goldstein 
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THAILAND 


No Bed of Roses 


Government tries to uproot prostitution from economy 





By Gordon Fairclough in Hat Yai 


S awai Na Phatalung is a pillar of the 
community. He’s president of the 
Tourist Industry Association in Hat 
Yai, a fast-growing city near Thailand’s 
border with Malaysia, and a consultant to 
the local chamber of commerce. His office 
is cluttered with framed commendations 
and pictures of him with well-known Thai 
politicians. 

Sawai is also chairman of the Pink Hotel 
and Complex, a gar- 
ish jumble of night- 
clubs and other pleas- 
ure dens. At the en- 
trance to the “Turk- 
ish” massage parlour, 
women with red 
numbers pinned to 
their chests sit behind 
a plate-glass window 
waiting to be chosen 
by customers. “If the 
women want to give 
the customers some 
special service, it’s up 
to them,” Sawai says. 
“We don’t have any- 
thing to do with it.” 

As in other Thai 
cities, commercial sex 
is big business in Hat 
Yai. So big that local 
hoteliers and retailers 
have been complain- 
ing that a police 
crackdown on prosti- 
tution is scaring off 
tourists and pinching 
profits across the 
board. 

Hat Yai police, 
prodded by Bangkok, 
have stepped up 
arrests since mid- 
July, when a 15-year- 
old girl who escaped from a brothel killed 
herself by drinking cyanide while in police 
custody. The result, some businessmen say, 
has been to frighten away the droves of 
Malaysian and Singaporean men who 
come to Hat Yai to buy sex. 

Sawai, however, sees no cause for 
alarm. “The news is out that if you come 
here and visit a prostitute, you'll get 
arrested. But it’s not like that,” Sawai says. 
And he’s right. In Thailand it is not illegal 
to buy sex, only to sell it. "They'll under- 
stand and then they'll come back," he says 
confidently. 
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Tourist shoppers in Hat Yai: sex-trade 
crackdown worries businessmen. 





Hat Yai provides.a good example o 
problems the government faces as it 
to take on Thailand's multi-million-d: 
sex industry, which is deeply rooted ir 
economy. A recent survey by the Mini 
of Public Health concluded that the с‹ 
try has 5,754 establishments offering c 
mercial sex and 67,067 prostitutes. Un 
cial estimates are much higher, m 
putting the number of prostitutes in 
hundreds of thousands. 

The government of Prime Mini 
Chuan Leekpai 
trying to tackle 
problem. It is ala 
ed by prostituti 
social costs — 
rapid spread of 7 
chief among then 
and the damage : 
the highly visible 
trade has done to 
country's reputati 

But even the n 
ardent campaigr 
admit that the h 
sums of money 
volved in the 
trade, and the w 
acceptance of p 
stitution among T 
men, mean that ү 
gress will be sk 
"This is a big pr 
lem. We've had 
pick out the m 
undesirable aspe 
— child prostitut 
and forced prosti 
tion — and tac 
those first,” says 
government spok 
man, Abhisit Ve 
jiva. "For prostitut 
in general, we real 
we have to take t 
gradually." 

The government is working to stre 
then two anti-prostitution laws now on | 
books. The definition of a brothel is bei 
widened to include the barber shops, m 
sage parlours, coffee shops and other vi 
ues that serve as covers for commercial s 
This will make it easier for police to ta 
action against their owners. In additi 
penalties for pimps, brothel owners a 
people who recruit prostitutes are bei 
stiffened. ; 

Also, for the first time, men patronisi 
prostitutes who are less than 18 years c 
will be subject to fines and imprisonme 
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C onventional wisdom has it that to- 
day's political instability in Japan 
makes efforts to open the country's 
markets difficult, if not impossible. This 
position derives from the dominant view 
that the Japanese bureaucracy represents 
the most significant impediment to mar- 
ket reform, and that it will only begin to 
deregulate in earnest when forced to do 
so by determined political leadership. The 
only way to induce Japanese bureaucrats 
to open their markets, the argument goes, 
is through government-to-government ne- 
gotiations. 

But if financial markets are a repre- 
sentative example, this view is at best 
misleading. The case can be made that 
the prospects for reform remain greater 
today than at any other time. Taking ad- 
vantage of these circumstances, however, 
requires less dependency on the negotiat- 
ing skills of foreign governments and 
greater reliance on private-sector initia- 
tives. The current state of uncertainty in 
Japan, moreover, has only increased the 
likelihood of success here. 

Since the 1970s, financial reform in Ja- 
pan has often flowed from efforts by for- 
eign banks to challenge limitations set by 
the Ministry of Finance (MOF). Properly 
done, the challenges put the MOF in an 
extremely difficult position. Penalising the 
banks inevitably meant a diplomatic fra- 
cas and new charges that the Japanese 
market was closed to foreign competition. 
Rather than risk the diplomatic donny- 
brook, the MOF often chose to tolerate the 
activity, resulting in one less barrier to 
banking operations. 

Morgan Guaranty's efforts to enter the 
trust business in the early 1980s was a 
good example. The unwritten guidance 
of the MOF dictated that there would be 
only eight banks with trust licences, none 
from a foreign country. Unwilling to ac- 
cept this state of affairs, Morgan directly 
confronted the MOF over a licence. Fully 
aware that a blanket refusal would create 
diplomatic tension, the MOF ultimately 
devised a compromise that allowed nine 
foreign banks to obtain trust licences. 

More recently, Citibank has shown that 
this approach can work in retail banking. 
Citibank put an end to the unwritten rule 
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that foreign banks could have no more 
than four offices, with its total now ap- 
proaching 20. It became the first (and so 
far only) foreign bank to force its way 
into the automatic teller machine (ATM) 
system run by the largest Japanese banks. 
It also became the first financial institu- 
tion in the country to offer 24-hour ATM 
service. Likewise, the bank became the 
first to dispense with advertising restric- 
tions and to publicise yields on savings 
accounts. 

In each instance, Citibank had to cross 
unwritten regulatory barriers; the bu- 
reaucracy could do little in response. The 





| Today's political 
instability in 
Japan has created 
openings for 
foreign financial 
firms willing to 
test the 
authorities’ 
resolve 
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MOF refused to reverse the actions or pe- 
nalise Citibank for its aggressive behav- 
iour. The MOF knew that doing so would 
have generated trade tension. 

More importantly, however, the cur- 
rent state of economic uncertainty and the 
existing political confusion have weak- 
ened the MOF's ability to respond. In re- 
cession-plagued Japan, the anti-consumer 
nature of many bureaucratically imposed 
policies has become clearer, the benefits 
more opaque. To the extent that the MOF 
acted to prohibit pro-consumer practices, 
such as those instituted by Citibank, it 
would find itself criticised by the press 
and the public, damaging its credibility. 

In an era of political instability, more- 
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Opportunity of a Lifetime 


over, the MOF can no longer count on the 
support of the Liberal Democratic Party 
(LDP). In the days of one-party rule, the 
LDP silently accepted the policies of the 
bureaucracy. The current political insta- 
bility has eroded this unwritten consen- 
sus. While politicians today may not in- 
tervene directly, they may, and will be 
likely to, distance themselves publicly 
from the unpopular positions of the bu- 
reaucracy. 


= ather than confront public criticism 


and risk political isolation, bureau- 

crats will be less likely to step in 
and enforce guidance that a bank has cho- 
sen to ignore. This suggests that today’s 
political instability in Japan has created 
opportunities for foreign financial institu- 
tions unhappy with restrictions and will- 
ing to test the MOF's resolve. A more ag- 
gressive attitude on the part of these banks, 
coupled with an astute selection of barri- 
ers to be crossed, will likely make bureau- 
cratic disapprobation difficult to enforce. 

One area foreign banks might wish to 
explore has to do with smaller borrow- 
ers. The Japanese press is replete with sto- 
ries of small businesses having protracted 
difficulties obtaining loans. While there 
are risks here for foreign banks the po- 
tential payoff is large. In the early 1960s, 
Sony and Honda hardly appeared on the 
map. Japanese companies will remember 
those banks that provided much needed 
funds when their own wouldn't. 

Moving ahead on their own should 
become more attractive to foreign banks 
as it becomes clear that waiting for a 
more-certain political situation will not 
bring the hoped-for results. Even at the 
peak of one-party rule in Japan, politi- 
cians generally did not regularly and di- 
rectly intervene to override the bureau- 
cracy. 

This approach is, admittedly, a form 
of brinkmanship. It requires a sophisti- 
cated understanding of the market. But it 
also recognises that foreign firms have the 
ability themselves to help open Japan's 
financial markets and that they should not 
simply sit back and wait for government 
solutions that will be long in coming and 
unlikely to succeed. » 
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TRAVELLERS' TALES 





THE MAGICIAN'S APE-PRENTICE: 
There's something odd about Kuni, one 
of the workers at Gopinath's forge on the 
Aska Road in Berhampur, Orissa, India. 
Is it his diminutive size? Is it his hairy 
arms? Is it... his tail? 

Yes, the No. 2 trainee blacksmith at 
Gopinath's workshop is not human, I hear 
from Commander Noel Lobo of Poona, 
India. Kuni is an unusually intelligent 
monkey. 

Old Gopinath, the blacksmith, was 
recently interviewed on his staffing ar- 
rangements by the Press Trust of India. 
He said he found a tiny, abandoned mon- 
key three years ago, and adopted him. “1 
brought it up as my own child,” the old 
man said. 

His other child, Kali Charan, suggested 
his adopted sibling join them in the shop 
where they make plough heads and nails 
for bullock-shoes. The monkey's main 
task is to turn the handle of the furnace 
blower, but he also responds to com- 
mands, and will hand tools over to his 
colleagues. 

Indian taxonomists say he is a red- 
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faced monkey, but I bet he is not as red- 
faced as customers who unthinkingly try 
to engage him in conversation. 


CRABBED: On packets of dried whole 
crabs from Japan’s Takuma Foods Co. 
are the words: “A great relish for chi- 
Idren.” Jay Ballentine of Singapore, who 
sent me the packet, commented: “I'll 
make sure that in future I never eat kids 
without it.” 





CLASS OF '94: 
I'm glad the Sri 
Lankan election 
went off without 
any major 
hitches. 
However, one 
candidate may 
have let slip one 
of the issues on 
his mind, 
judging by his 
spelling of the 
word "Caste" in 
this cutting sent in by R. Suntharalingam. 
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EXTRA VOTE 
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SOUR GRAPES: Friends in the catering 
trade tell me that a temperamental chef is 
usually a good chef. This must be the rea- 
son why the Hotel Sofitel Central Hua- 
Hin in Thailand advertised in a news- 
paper recently for a "Sour Chef" and an 
"Executive Sour Chef." It must be tough 
giving orders to a sour chef. 

Maitre d': Table 21 said the soufflé was 
delicious. 

Sour Chef: So what? I hate making 
























ufflé. | hate cooking. I hate everyone 
ind everything. 


BASKET CASE: Many 
Asian designers seem to 
-think that English writing | 
s a rather pretty type of | 
lecorative artwork, and i 













ng. T This 5 is bone out 

; such as the sticker 
ich appears on plastic 
sold in Shanghai. It was sent 
incy Johnston-Wang, who found 
neaning — if any — rather obscure. 
connection is lost on me,” she said. 
_. James Joyce, deceased author of the im- 
a penetrable Finnegan's Wake, would have 
. been in huge demand in the icu MR. de- 
partments of Chinese 
апа Japanese manufac- 

turers. 












DO NOT COOK THE E 
_ GUESTS: Hotel rules |- 
|... are an infamous source ki 
. of mystery and delight, 
but it would be hard to |- 
beat this set (right), from | 
a Vietnamese hotel, sent 
in by Huy Thieu Ngu- 
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Visitor sho 


service for a visitore -~ ix 





yen of Philip Morris. 

Some of the rules make good sense: 
"Visitor should be not carried" and "Visi- 
tor should not be ironed-cooked-washed" 
for example. Some appear to me to be 
irresponsible: "Arm, pets or material 
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should be fired into the hotel.” 
It certainly seems a lively place. 





FISHY STORIES: Be sur 
you are hungry when you: 
order fish at the China 
World Hotel in Beijing — .. 
they boil the whole aqua-. 
rium. At least that's what. 
it sounds like from the write-- 

up in the Hofel Bulletin Board. 

newsletter: "Fish tank place 
the restaurant and be cooke 
diately with your. choice.” er 
t was sent to. me by R € Gra 

Monarch Marking Syste vh 

mented: “Sounds a great way to make fish. 

stew." It reminds me of that tr. agic scene 
in one of the Police Асайету movies where 
a chap takes a beloved — 
tropical fish out tO a _ 
Japanese restaurantand __ 
rests the fish bowl onthe __ 
teppanyaki grill, where 
the hapless pet boils 10 
death. B 

































Have a tale to tell? Сай 
(852) 508 4382, fax (852) 
503 1530 or write to GPO _ 
Box 160, Hong Kong. 
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АТ THE END OF THE DAY, 
IT ALWAYS COMES DOWN TO THE PEOPLE. 


The truth is, Hong Kong is full of beautiful hotels offering every imaginable amenity. But in our 


hotels, you'll find something extra that we're particularly proud of. Our friendly staff. 


Of course 


they'll surround you with comfort, style and service. But at the same time, they're refreshingly UN- 


stuffy. With a warm and genuine style of service, they will put you at ease and help you really relax. 


Sound nice for a change? Good. Then why not join us on your next trip to Hong Kong? 
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NEW WORLD HOTELS 
INTERNATIONAL 


HOTEL VICTORIA: TEL: (852) 540 7228 FAX: L| 
; TEL: (852)802 8888 FAX: (852) 802 8833 RESERVATIONS: TOKYO: Utell International (03) 5561 9353, 1i 
` STERLING INTERNATIONAL (03) 3535 3868: SINGAPORE: Utell International (65) 223 9955 * 
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to private investment. Now, as the 
world of business converges on India, 
the greatest opportunities will lie in the 
critical areas of Power, Roads, Ports, 
and Telecommunications. 

The basic infrastructure for doing 
business has long been a working 
reality in India. So has a thriving 
entrepreneurial class with the skills to 
keep this running. Together, these have 
led to the growth of a burgeoning 
consumer market of over 500 million. 
With a cumulative buying power that 
is the 5th largest in the world. 

Sustaining and monitoring these 
market forces is a comprehensive and 
professional accounting system, backed 
by a legal system that helps guarantee 
the security of long term investments. 


The world responds. 
Since the current phase of 


INDIA 


For centuries, India has beckoned 
the world. And for centuries, the world 
has responded, drawn by gems, spices, 
exotic destinations, and a variety of 
riches. 

Today the beacon is different. But 
the gains are no less attractive. 
Economic reform and changing 
policies have opened up the vast 
potential of the Indian market, 
stimulating foreign investment and 
propelling India into the frontrunners 
of the region. 


Rediscover India. 


With 80% of its СОР coming from 
the private sector, India is no stranger 


liberalisation began, foreign direct 
investment has snowballed. Some of 
the key areas of activity have been 
Petroleum, Power, Food Processing, 
Metallurgy, Electronics and Electrical 
Engineering. In these, and many 
others, some of the world's largest 
corporations have already made 

an entry. 

But that is really the tip of the 
iceberg. India is ready for much more. 
Are you? It could be the biggest 
opportunity you've handled. 

For more information, call the 
nearest Indian Embassy or Consulate. 
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& Just as the 
government 
of David 
Wilson denied 
there was an 
exodus, the 
government 
of Chris 
Patten 
refuses to 
acknowledge 
the 
consequences 
of that 

exodus 3 


Patten: what consequences? 
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Phantom Hong Kong Voters 





Electoral rolls swell despite emigration of hundreds of thousands 


month's district board elections as a major 

component of Governor Chris Patten's pro- 
posals to further democracy. In reality, however, 
they serve only to illustrate the inherent disinter- 
est of Hong Kong's departing colonial authorities 
in representative government. 

Much has been made of the fact that all the 
seats are to be elected, not appointed; that there 
are more candidates than ever; and that the 
number of registered voters has been greatly in- 
creased. Day after day, the government's publi- 
city machine churns out the latest facts and fig- 
ures: nominations ruled invalid, complaints re- 
ceived and acted upon, regulations clarified, poll- 
ing stations being made more accessible, even for 
the handicapped, hot lines set up to provide infor- 
mation to young voters, and on and on. The drum- 
beat of publicity has created an impression of de- 
mocracy in action, of a British Government work- 
ing hard to create and strengthen democratic in- 
stitutions in Hong Kong before the handover to 
China in 1997. 

Yet the voter registration rolls, which have 
swelled to 2.45 million from 1.94 million in 1993, 
reflect not the government's enthusiasm for de- 
mocracy but rather the opposite. The reason is sim- 
ple: for years the government has been keeping 
on the electoral rolls large numbers — perhaps 
hundreds of thousands of people — who cannot 
possibly vote in any election. And they cannot vote 
for one simple reason: they aren't in Hong Kong. 

The government knows this as well as anyone, 
yet, it has not taken a single step to address the 
problem. Just as the government of David Wilson 
denied until the Tiananmen Square tragedy that 
there was an exodus from Hong Kong, the gov- 
ernment of Chris Patten today refuses to acknow- 
ledge the consequences of that exodus. 

According to Justice Woo Kwok Hing, chair- 
man of the Boundary and Election 
Commission, which oversees the work 
of the Registration and Election Office, 
it is not the government's job to keep 
an accurate electoral list. It is, he says, 
the civic duty of each citizen to faith- 
fully inform the government when he 
changes his address or leaves Hong 
Kong. 

This system leads to all sorts of con- 
tradictions. All it does is artificially 
inflate the voter registration rolls be- 
fore each election, allowing the gov- 
ernment to claim credit for the zeal 
with which it has executed the task of 
registering voters. Then, on election 
day, the same government turns 
around and laments the low voter 
turnout, blaming the people for sup- 
posed political apathy. All this was 
played out during the 1991 elections. 


T he Hong Kong Government has billed this 
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It is being played out again today. 

The final register of electors for the district 
board elections was announced at the end of July. 
This was immediately followed by the embarrass- 
ing news that the register listed as voters living at 
Victoria House, the official residence of the chief 
secretary, not only the incumbent, Anson Chan, 
but also two of her predecessors, Sir David Ford 
and Sir Denys Roberts. 

Ford left Hong Kong in 1993 when his term as 
chief secretary ended. Roberts served in that post, 
then known as colonial secretary, from 1973-76. 
Their continued presence on the electoral rolls 
shows that the government obviously has not both- 
ered to update these lists for two decades. 

This is not a new issue. In 1991, when the first 
direct elections to the Legislative Council were 
held, candidates reported that many people on the 
government's electoral list did not exist. That is 
not surprising, considering that more than 350,000 
people had left the colony in the preceding dec- 
ade, all of whom were kept on the voter rolls. As 
far as the government was concerned, the list of 
voters kept growing; democracy was flourishing. 


hen came election day. The turnout, the gov- 

ernment said, was a disappointing 39.5%. 

The real turnout — the percentage of peo- 
ple in Hong Kong and registered to vote — was in 
fact much higher, but this fact was disguised be- 
cause the total number of eligible voters counted 
many who had emigrated or died. Three years 
later, it is clear that nothing has changed. The elec- 
toral rolls have continued to swell, despite the 
emigration of 160,000 people over that same pe- 
riod of time. 

It would be bad enough if the government were 
simply falling down on the job. What makes it 
worse is that it compounds the problem by blam- 
ing the Hong Kong public for the government's 
own shortcomings. The citizens, the government 
says, are responsible for keeping the voter lists up 
to date. But if Ford and Roberts — British officials 
presumably imbued in the traditions of democracy 
— failed to perform their civic duty, it is clear that 
the system does not work. More than that, it is 
clear there is no system. 

Actually, it takes little effort to update the voter 
registration rolls periodically. One way is to send 
each voter a postcard, to be signed and mailed 
back in a simple re-registration procedure. Any- 
one who failed to do so would either no longer be 
at the registered address or not interested in vot- 
ing. But the government seems to prefer not to 
expose these phantom voters. Perhaps it is because 
that way the British can claim credit for teaching 
the Hong Kong people about democracy and reg- 
istering them as voters. Then, when the turnout 
appears disappointing, they can cluck their tongues 
and say, "Well, we tried. But the Hong Kong peo- 
ple simply aren't interested in democracy." * 
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Asia's Place in the World 
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Philippines 
Singapore 


Hong Kong 
Asian expat 
Indonesia 







Survey Details 
Sample: 3,000 Far Eastern 
Economic Review subscribers in 









Japan 
South Korea 
Western expat 
Australia 


10 Asia-Pacific countries 

Dates: April-June 1994 
Technique: Mail with designated 
charity incentive 

Weighting: All countries equal 
Questionnaire: Two versions. 
each eight pages 

Conducted by: Asia Studies Ltd. 
Hong Kong 











My child can marry a foreigner with my blessing 


Australians 95% 


Western expats | 94% 
(oso ШЖ ӘЙЛӘНДЕ sapere КЫЕН ШШШ 84°. 
Hong Kongers 82% 
Thais 7796 
Japanese 7396 
Asian expats IS is ИШ 71% 


Oe eee 
Taiwanese {слу суур + eh E2152 62°. 
Singaporeans SS АУРУ ЭРҮ 61°, 
Indonesians PRR = оК 8 
South Koreans MEE 50^; 


There are too many foreigners in my country 


Malaysia ------§ 


Thailand - ------- 












BRITANNIA RULES THE SOUNDWAVES: Asia is the place to be to make 
money — but Asians believe fluency in English is the key to success, the latest 
data from the Asia Lifestyles survey reveals. Asians were even more convinced 
about the importance of the Queen's lingo than people who speak (a form of) 
English as a mother tongue in Australia. says the study, based on responses 
from 3,000 Far Eastern Economic Review subscribers in 10 Asia-Pacific 
countries. English is a key advantage say 84% of respondents. 

But Asia is undeniably the hotspot for business. The people most keen about 
being here (and their enthusiasm rating out of 10) are the Taiwanese and the 
Hong Kong Chinese ( 
the Filipinos (7.15). The two groups which feel Asia is nor the place to make 
money are the Japanese (4.2) and the Australians (4.6) — hardly surprising, 
considering the perilous state of their finances. A battered Nikkei investor once 
described Japan to me as “а beach-chair economy — you never know what's 
going to fold up next." 


both 8), the Malaysians (7.6), the Singaporeans (7.4) and 
















OUTSIDERS OUT: "There are too many foreigners in my country," 
reckon the people of Malaysia. “We like foreigners," say those open- 
minded Australians and Western expatriates. Asians in general don't object 
to foreigners being in their countries, but we аге not as welcoming as 
people of Westernised cultures. 


RACE MEETING: Asians are far more uptight about 
inter-racial relationships than Westerners. Of South 
Koreans surveyed, 2496 would object to a son or 
daughter marrying someone of a different race or 
nationality, and a further 46% would try to talk the errant 
offspring out of such folly. The next most inflexible 
parents are Indonesian ones, 49.5% of whom would give 
the “wrong”-race suitor the 


Australians would accept a mixed 
marriage in their family. This 
seems to back up the theory that 
you hear more about racism in 
Western cultures because people 
there are more sensitive to it, not 
because there is more of it, 
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parental boot. In contrast, 94% of 
Western expatriates and 95% of 
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Men, Women and Children 


MEN, BEWARE OF NORTH ASIAN WOMEN: They are smarter than us. Yes, I know that’s incredibly hard to 
believe, but that’s what the survey indicates. In both Japan and Taiwan, male and female respondents agreed that 
women are more intelligent than men. Women elsewhere are not considered brighter than men. Those reactionary 
Malaysians seem particularly horrified by the idea. The politically correct view was expressed by a respondent 
from Indonesia, Mr. C. M. Djakababa, who said: “Women are not smarter, they are equal, and we have many fine 
women executives these days.” Or are they hiding something deliberately, as Singapore women are alleged to 

do? One needs to keep in mind the words of writer Anita Loos in the /nternational Herald Tribune in 1973: 
“Women are brighter than men, that's true. But it should be kept very quiet, or it will spoil the whole racket." 


Women are smarter than men 
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Thailand - === - -- : EL 
Philippines 
Western expat 


A TOUCHY SUBJECT: Asked about sexual harrassment, 
respondents from South Korea, Taiwan and Japan believe it is only а 
minor issue, although growing in importance. This is in marked 
contrast to the view shared by Western expatriates and Australians that 
sexual harrassment has been happening for years, but only now are 
women standing up to complain about it. But it is not purely an Asian 
versus Western thing. Asians working abroad tend to agree with the 
Westerners, as do respondents from Thailand. 

At the opposite extreme, 14% of Indonesians think sexual 
harrassment is a purely Western problem which doesn't exist in Asia. 

In the survey as a whole, 5496 of women think it has been happen- 
ing for years, as opposed to 4446 of men. This didn't surprise me. 1 
think it was film actress Jayne Mansfield who defined men as 
"Creatures with two legs and eight hands." 
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THE BURGER Most Asians à a 
GENERATION: don't see the Our children are too Westernised 


pervasive influence of the West 
on the younger generation as a 
major problem. 

However, the South Koreans 
clearly sit there with tears in 
their eyes as their children drop 
phrases into their dinner con- Hong Keng 
versations such as: "Yo, dudes, Malaysia 
this kimchee is bodaciously Indonesia 
well-wicked." Australia --------- 






“Who should I talk to?” 





Investment Banker to the World 


The Nikko Securities Co., Ltd. 


NEW YORK CHICAGO TORONTO TOKYO HONG KONG SINGAPORE JAKARTA BANGKOK KUALA LUMPUR SEOUL BEIJING QINGDAO SHANGHAI 
TAIPEI SYDNEY LONDON ZURICH GENEVA LUGANO FRANKFURT BERLIN LUXEMBOURG AMSTERDAM PARIS MILAN MADRID BAHRAIN 
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In My Dreams 


SIGNS OF SUCCESS: The educated, monied types who 
made up the bulk of respondents in Asia-Pacific are more 
impressed by owning a luxury car than owning their own 
company. A car is a couple of tons of visible, tangible, mobile 
wealth, after all. The ownership of a company is the second 
most impressive status symbol, followed by membership of an 
exclusive club. Fourth in line: a degree from a prestigious 
university. Some regional quirks: Japanese are not impressed by flashy cars; 
Indonesians are the only Asians still marginally impressed by mobile phones; 
Filipinos and Indonesians are not at all swayed by your having a chauffeur; 
Japanese are relatively impressed by people who take a maid on holiday 
trips; Hong Kong Chinese and Singaporeans are awed by people who can 
afford swanky club memberships. 





THE SECRET OF MY SUCCESS: A remarkable 41% of Taiwanese 
admitted that family connections and friends in high places helped them get 
where they are, while 37% of South Koreans and the same percentage of 
Thais made the same brave admission. The Japanese had a curiously 
detached attitude to this debate, with 58% of them saying that one of the 
biggest leg-up factors was luck. Luck was also a notable factor for 46% of 
Western expats and 44% of Indonesians. But sheer driving 

desire to succeed can also be a major 
element, with 59% of 
Australians and 48% 
of Filipinos saying 
that ambition got 
them where they are 
today. People of several 
nations humbly credit the 
growth in their economy 
for lifting them to their 
current high status: this 
was put forward by 60% 
of Singaporeans, 52% of | A M9 %9 3 or 9 
Malaysians, and 48% | —— e c ` 
each of South Koreans, | > ЖЕ Ee | 
Taiwanese and Hong 
Kong Chinese. 
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1. Education 
2. Talent 

3. Ambition 
4. Luck 


5. Location in a 
Growing Economy 











A LESS IMPERFECT WORLD: 
What would most improve your life? 
A better environment would do it, 
said 6996 of respondents across Asia. 
More leisure time appeared on 59% 
of wish-lists. But different groups 
had different subsidiary desires, as 
you can see below. 
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ROSE-TINTED: Men апа women 
scored almost the same in all the 
questions in this section of the survey 
except for one. Could more 
romance be the factor which could 
most improve your life? 3796 of 
women said yes, while only 2796 of 
men wanted more romance. Perhaps 
we could get these two groups 
together to partly cancel each other 
out? 


WHAT WOULD MOST IMPROVE 
THE QUALITY OF YOUR LIFE? 
BETTER ENVIRONMENT 


Taiwan, the Philippines, Thailand, 
Indonesia, some South Koreans 


MORE LEISURE TIME 

Japan, Singapore, Australia, 

some South Koreans 

A BIGGER FLAT 

Hong Kong Chinese, some Japanese 


LESS STRESS 
Indonesians 


SHORTER COMMUTING TIMES 
Thailand 


We've got 
the world covered. 


Now we've formed global alliances with Lufthansa, Thai and Emirates, 
we can fly you to over 400 destinations across 6 continents. Smoothly. 
Conveniently. And without complicated transfer and ticket procedures. x 
No other airline makes world travel less of a long haul. United. 
Come fly the airline that's uniting the world. Come fly the friendly skies. 
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Life and Death 


THERE’S A GHOST IN MY HOUSE: Beings from the spirit world are alive and well and 
hanging out in Asia — or that’s what Asians believe, anyway. And remember, the sort of people 
who filled in this survey are not superstitious peasants. Most are highly educated executive types. 
Does this contradict the pragmatic reputation of Asian business circles? “Hong Kong people 
are generally very practical, but ghosts are a recurring theme in movies here,” pointed out 
Keira Chu, a respondent in the colony. 

Way off the top of the skepticism scale were Australians and Western expatriates, who 
gave a resounding No when asked whether they believed in ghosts. 

The message seems to be that Asians believe in rather more post-grave continuity than 
Westerners do. I am reminded of the words of Cyril Connolly in The Unquiet Grave in 
1945: “There are many who dare not kill themselves 
for fear of what the neighbours will say." 







| believe in ghosts 
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DEATHLESS PROSE: The people of 
Asia — Pacific want serious offenders 
executed, dispatched, bumped off, rubbed 
out, extinguished, done away with, finito, 
annihilated. This is a firm belief, and there 
is no sympathy for convicted people who 
want understanding or help. 

On a scale of one to ten, where one is 
strongly opposed to capital punishment, 
and ten is strongly in favour, Singaporeans 
came top with 9.8, followed by the 
Philippines with 9.5, and Malaysia with 
8.8. Western expatriates were neutral with 


5. and Australians were the only people 
actively against the death penalty, with 4.3. 

To get some idea of the strength of 
feeling that offenders should die, 5996 of 
Singaporean respondents were convinced 
serious offenders should be executed, 
while only 35% of Australians were 
convinced they should not. 

Asians seem to share the pro- 
punishment view of the Earl of Arran, 
famed for saying: “It’s not the people in 
prison who worry me. It’s the people who 
aren't." 
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"Asia Lifestyles" Charitable Donations 
The following charities have received donations as designated by Review subscriber respondents to the survey. 


Hong Kong: The Community Chest, Society for the Relief of Disabled Children Philippines: The Philippine National Red Cross, Save the Children (Philippines) 21 
Thailand: Foundation for Children, The Foundation for the Welfare of Mentally Retared of Thailand Taiwan: The Eden Welfare Foundation for the Handicapped, Childhood Cancer Foundation of the ROC 
Malaysia: The National Cancer Society Of Malaysia, Little Sisters of the Poor Korea: Save the Children (Korea), World Wide Fund for Nature (WWF) 

Singapore: The Community Chest of Singapore, National Kidney Foundation Australia: Save the Children (Australia), Dr V Chang Cardiac Research 


Indonesia: UNICEF Representative to Indonesia, Save the Children (Indonesia) Japan: Foundation for Human Rights in Asia, Save the Children (Japan) 





BLACK SPOTS: Leaders must 
tackle pollution, say respondents, 
with 49% of Asians “concerned” 
about the environment in their 
country, and a further 36% 
“extremely concerned.” The most 
worrisome spot was the Philippines, 
where 98% of respondents fell into 
these two categories, followed by 
Taiwan (94.1%), Thailand, (89.3%), 
South Korea (88.8%) and Indonesia 
(87.3%). And what about cleaning 
it up? A waste is a terrible thing to 
mind, as the saying goes. 76% of 
Asians who responded said they 
would be happy to reduce their 
earnings in exchange for a cleaner 
environment, while only 24% 

said they would not. 


IN CONCLU- 
SION: So who 
is the average 
Asia-Pacific re- 
spondent? You 
are 42, male, uni- 
versity educated, 
earn US$99,300 a 
year, and have assets 
worth US$1 million. You 
fly away on business or 
pleasure 11 times a year, 
spending 32 nights in hotel beds. 
Your favourite destination is the 
United States. 

A luxury car is your favourite 
fantasy, and you are a bit of a 
gadge-aholic — especially if you 


are South Korean, Singaporean or 


Hong Kong Chinese. You are more 
relaxed about casual sex than the 
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The Future 


WHO RULES THE WORLD? 
Asians strongly believe Asia should 
assume a stronger leadership role in 
the world. The ones who feel 
strongest about it (and their 
enthusiasm rating out of 10) are the 
Filipinos (7.45), the Malaysians 
(7.21), Asian expatriates (6.8), and 
the Taiwanese (6.55). The two 
groups of people who prefer the 
present situation, in which 
Westerners dominate world politics, 
are — surprise, surprise — Western 
expatriates and Australians, with a 
low level of enthusiasm (2.8) for 
the idea of Asians playing a role in 
world politics. 


women you know although the 
Opposite is true if you live in 
Singapore. 

Despite this, you have quite 
conservative political views — you 


BAD MOON RISING: The 
newspapers may be full of bullish 
headlines about the prospects for 
business in China — but worldy- 
wise people in Asia-Pacific have a 
different idea. When asked “The 
world is too optimistic about China 
— agree or disagree?” every group 
surveyed answered: yes, we should 
be more pessimistic. The people 
most worried that things may go 
badly in China were, in order, the 
Taiwanese, the Indonesians and the 
Hong Kong Chinese. It cannot 
escape one’s notice that two of 
these three groups are extemely 
close, geographically and 
ethnically, to their worry-making 

relative. 


worry about 

violence in the 

movies, you are 

concerned about 

the moral decay 

of society, and you 

favour the death 

penalty for serious 

offenders. You are not 

that keen on racial inte- 

gration, but you are aware 

of issues such as the 

environment. You believe Asia is 

the place to be to make money, but 

English is the best language to 

speak. 

And since you are going to have 

a great deal of power in the 

dawning Pacific Century, you are 

someone to whom we had all better 
pay close attention. 
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At just half its top speed of 240 km/h, a Volvo 
850 Turbo will still pass you in a fraction of a second. 
Turn with it, and you may glimpse its aerodynamic 
lines. Blink, and you're left only with the impression 
of remarkable speed. 

But don't let the 5-cylinder 20-valve engine 
distract you from its other qualities. Try to see past 
its 2.3 litre 223 horsepower performance to the 


tarmac-hugging Delta-Link suspension. 


WAIT HERE TO GET A 
PROPER LOOK AT THE 


VOLVO 850 TURBO. 


Look beyond the 0-100 km/h acceleration 
of 7.5 seconds to its reassuring array of 
Volvo safety features. Front and rear crumple 
zones, along with the Side Impact Protection 
System give any driver confidence to 
test his driving skill to the fullest. 
That may explain why the Volvo 850 
Turbo is rarely seen standing still. 


Admittedly, that poses difficulties for 


anyone attempting a more thorough 
appreciation of the car. For the whole 


picture, may we suggest you stop by 


our showroom instead. Vi OLWVO 
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Banaue's famous rice terraces: the tourists love them more than the farmers who own them. 
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Step by Step 


The Philippines attempts to save Banaue's crumbling rice paddies 


By Belinda Rhodes 
ilod Caga, an elder of the Ifugao 
tribe in the northern Philippines, be- 
lieves he has lived for a century or 

more. The detailed stories he relates about 

the end of Spanish colonial rule in 1898 

lend credence to his claim. Caga also tells 

tales of the gods of the Skyworld, who 
have protected his tribe for thousands of 
years, he says. And he recalls the six 
months of his youth spent carving a rice 
paddy out of a steep hillside. His paddy 
was another step on the awe-inspiring 
staircase of paddies his forefathers began 

2,000 years before. Today, tourists flock 

to Banaue in the mountains of Luzon to 

see these terraces, often called "the eighth 
wonder of the world." 

Aside from the introduction of Coca- 
Cola into his diet, Caga's lifestyle is un- 
changed from his ancestors’. He shares a 
rudimentary wooden hut with his pig and 
hens, has no electricity and wears tradi- 
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Caga: tales of Spanish days. 


FAR EASTERN ECONOMIC REVIEW 


tional woven clothing and a headdres: 
when performing tribal rituals. But fev 
Ifugaos now share Caga's way of life; thei 
age-old practices are dying out. Весацѕ 
survival no longer depends on coercing i 
rice crop out of an unforgiving terrain 
farmers are abandoning their paddies t 
seek more lucrative occupations. The re 
sult is that, while locals look to tourisn 
to provide new opportunities, the specta 
cle that visitors come to see is crumbling 

Anthropologists say the Ifugao tribe – 
which takes its name from a word mear 
ing “ап elevated place overlooking ric 
fields" — has cultivated this area, know 
as the Cordillera region, for about 2,0C 
years. Сара claims Ifugaos still practi: 
headhunting, especially over bounda: 
disputes. But like other indigenous pe 
ple in the Philippines, the tribe is rapid! 
integrating with lowland communitie 
forced by economic, social and religion 
pressures to give up its practices. Whe 
Caga and others of his generation pa: 
195 
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away, Ifugao culture will fade. 

Caga gave up working in the rice fields 
decades ago. But he now performs rituals 
for others who farm in the traditional way. 
“It is important to consult the gods,” he 
says, straightforwardly. "Otherwise, be- 
fore the rice paddy is finished, the person 
building it will die." The ritual requires a 
sacrifice of a chicken: Its bile will indicate 
if work on the paddy should continue. 

Living a few miles outside Banaue, now 
a bustling market town, Caga is untouched 
by the changes that have occurred there. 
Two of its more successful traders recently 
installed cable TV, and young people 
spend their evenings watching basketball 
or chatting with European and American 
backpackers. Up to 15,000 foreign tourists 
visit Banaue every year to see its spectacu- 
lar landscape. But to young Ifugaos, the 
rice terraces represent nothing more than 
hard grind for little reward. 


owing, transplanting, harvesting 
су and threshing rice is backbreaking 

work. Still, most farmers produce 
only enough rice to feed their own fami- 
lies. The average value of produce per per- 
son per year is P2,000 
(US$75). Most farming 
families in the area live 
way below the Philip- 
pines' poverty line, set 
modestly at three times 
that. 

Some earn extra 
cash by growing vege- 
tables, but life is hard 
and diets are poor. Al- 
though woodcarving 
has long been a source 
of additional income, 
some organisations 
now discourage it be- 
cause it harms the 
farmers’ own environ- 
ment. Tree-cutting has 
destroyed the watershed that feeds the 
rice terraces. The lack of water, com- 
pounded by a devastating 1990 earth- 
quake which damaged irrigation systems, 
has proved the last straw for many strug- 
gling farmers. 

To revive locals' interest in the terraces, 
and to stop their decay, the government 
launched the Ifugao Rice Terraces Com- 
mission in February. The commission, 
which spans many departments, has am- 
bitious plans: to restore abandoned rice 
terraces to their original splendour and 
to help farmers increase yields, thereby 
encouraging them to maintain the ter- 
races. It also plans to raise awareness of 
the region and its people among foreign 
and local tourists. 

“We must preserve the rice terraces," 
says Mary Bilagot of the Cordillera re- 
gion Department of Tourism (DOT). The 
paddies represent a cultural link from 
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generation to generation — and they are 
the community's main source of food. “If 
we protect the culture, the terraces will 
attract visitors and help augment local 
incomes," Bilagot adds. 

The DoT, which heads the commission, 
faces multiple challenges. Accommoda- 
tion and transport in the area is poor and 
will have to be improved to boost the re- 
gion's tourism potential. At the same time, 
the Department of Agriculture is work- 
ing to enhance rural and agricultural de- 
velopment. Integrating the two depart- 
ments' goals will take careful planning. 

Many young people feel that cities hold 
the only hope for their future. The Depart- 
ment of Education, Culture and Science 
plans to try to change that perception and 
help young Ifugaos find a reason to stay. 
“People working in the terraces today are 
those who have not been to school or have 
no other business," says Bilagot. "People 
with education have preferred to look for 
other work." She 
hopes the pro- 
gramme will help 
them understand 
the importance of 
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preserving their heritage. 

But the commission is operating on а 
shoestring budget: The US$400,000 ear- 
marked for the projects probably won't 
stretch far enough. The numerous, non- 
government organisations (NGOS) in the 
Cordillera region (it has a history as a cen- 
tre of activity by leftwing groups, includ- 
ing the communist New Peoples Army), 
will probably shoulder most of the respon- 
sibility. 

The European Union-funded Central 
Cordillera Agricultural Programme, or 
Cecap, is among the largest, most wide- 
reaching NGOs. Set up in 1988 in associa- 
tion with the Department of Agriculture, 
Cecap has a mandate to augment incomes 
and raise living standards by strengthen- 
ing the practices and culture of the area's 
poorest communities. Its work represents 
a new approach to rural development. 

Cecap sets up hundreds of "micro- 
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Banaue town and (right) rice farmer: hard 


projects" — small-scale, low-cost rural-de- 
velopment initiatives. It feels they trigger 
less environmental and social disturbances 
than more ambitious projects. The pro- 
gramme has a budget of US$22 million for 
its first seven years of operation; it spends 
no more than US$18,500 on each project. 

In six years, Cecap has tailored its 
projects to meet locals' needs. For exam- 
ple, it built a cement footpath that allows 
children to walk to school in all weather; 
and it repaired an irrigation system. Cecap 
deems these small-scale initiatives more 
valuable to farmers than bigger undertak- 
ings such as highways or dams. 

^Our standard of living is better," says 
Letty Lubian, a beneficiary of a simple 
egg-production project in a farming com- 
munity a few miles outside Banaue. She 
adds: "We are saving the money to invest 
in a bigger project." 

The beneficiaries carry out the work 
themselves and make contributions in the 
form of labour and ma- 
terials. David Forrest, 
Cecap's project coordi- 
nator, says asking 
locals to contribute to a 
project ensures its suit- 
ability. "We have to 
find a delicate balance,” 
he adds, "between 
what we think is good 
for them and what they 
actually want." 

Irrigation projects 
are paramount, not 
only to the rice crop but 
also to preservation of 
the terraces. They were 
designed to allow wa- 
ter trickling down from 
mountain streams to 
flow through the com- 
plicated system of pad- 
dies. Maintaining the 
irrigation canals was constant work be- 
fore Cecap found a solution: It cemented 
them. As a result, farmers found time for 
other important work, and the concrete 
strengthened the walls between the ter- 
races, making them more watertight and 
easier to walk on. 

The Cordillera's rugged terrain and ty- 
phoon-prone climate haven't dampened 
Cecap's ambitions. It plans to continue de- 
velopment work in the region for at least 
two more decades, and expects to have 
set up 12,000 projects by century's end. 
But political factors and the low level of 
education among beneficiaries can ham- 
per its progress. "That's the nature of 
agricultural development and trying to 
bring assistance to people," says Forrest. 
"There are ways around the problems and 
we are beginning to find them." " 
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Belinda Rhodes is a former Philippines corre- 
spondent for the BBC. 
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The Hawke Memoirs by Bob Hawke. 
William Hanemann Australia, 22 Salmon St, Port 
Melbourne. AS$49.95. 
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When former Australian Prime Minis- 
© ter Bob Hawke's memoirs hit the streets 
^ in mid-August, they sparked bitter debate 
within his party on the former leader's 
allegations, particularly those relating to 
his successor, Paul Keating. 

Hawke's book, passages of which were 
selectively leaked in a masterful market- 
ing campaign, created a sensation by re- 
vealing that Keating had called Australia 
"Ње arse end of the world" in a private 
discussion with Hawke. 

Hawke was dumped in favour of the 
younger Keating in 1983, and Keating 
went on to win what was then thought to 
be ап "unloseable election" for the oppo- 
sition, led by John Hewson. Hawke's book 
reveals that a secret pact had been made 
to transfer leadership to Keating — the 
so-called "Kirribilli Agreement" (named 
after Kirribilli House, the prime minister's 
residence in Sydney, where the meeting 
took place). But Hawke says he decided 
not to honour the bargain because he 
"could not, with any confidence, hand 
over the leadership of the 
party to Keating" because 
of what Hawke saw as 
"deficiencies of judgment 
and character." 

He goes on: "Leader- 
ship is not just a matter of 
technical and political com- 
petence, but requires com- 
mitment to a set of values 
which uphold the worth 
and interdependence of the 
whole human family. lt re- 
quires aggression at times, 
but always it requires an 
ability to put the interests 
of one's party above all 
else. All these reflections 
reinforced my conviction 
that I was better equipped to lead the 
party and, certainly, that I had a much 


6 -better chance of leading it to victory at 
^. the next election than Keating." 


| When Hawke refused to step aside for 
<- Keating, the book says, Keating rejoined: 
. “We'll be off to Europe. We won't be stay- 
ing here — this is the arse end of the 
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Comments Hawke: “In the mysterious 
workings of political osmosis, it goes a 
long way towards explaining why Aus- 
tralians will not take to a man who thinks 
so little of them and their country." 
Hawke's memoirs will undoubtedly 
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damage Keating, presenting him in his 
most unfavourable light. Consider the fol- 
lowing anecdote, involving former cabi- 
net minister Michael Duffy, who de- 
scribed his agonies in Islamabad, where 
he was stricken with a stomach virus. 
Duffy “... got no sympathy from Keating, 
who had not yet discovered Asia." 

"Serves you right," said Keating. 
"They're the places you fly over on your 
way to Europe." 

Keating, Hawke notes, “was a late con- 
vert to the significance of Asia and the 
importance of fostering cooperation in the 
region . . . his reluctance to recognise my 
foundational role in the establishment of 
Apec was put in perspective by the ac- 
knowledgement from President Clinton in 
Seattle, 1 want to salute those who had 
the vision to establish it, such as former 
Australian Prime Minister Robert 
Hawke.” 

Hawke's memoirs give insight into the 
machinations of the Australian Labor 
Party and its powerbrokers. If the book 
offers a justification for one man's ambi- 
tion — his unquenchable need to be loved 
by a nation — it is also a retelling, with 
almost the dimensions of a Greek trag- 
edy, of the challenge by a 
younger, stronger con- 
tender and the inevitable 
fall from power of an old 
king. 

"For the first time in 
my life, I could be accused 
of not giving my all to 
battle . . . I instinctively 
felt that winning a ballot 
| would not end the terror- 
| ism... in the past, when 
__ I handled industrial dis- 
putes or battled policy is- 
sues at the ACTU [Austral- 
ian Congress of Trade 
Unions], contests were 
fought and won, and that 
was that. In this case, 
there was no end. This did not mean that 
I didn't fight hard. It's just that something 
undefinable was held in reserve; some- 
thing, probably a feeling of depression, 
prevented me . . . from giving this final 
contest my best shot.” 

The Hawke memoirs are the biggest 
first print run undertaken by William 
Heinemann Australia, publisher of Reed 
Books. Less than a week after the book 
went on sale, bookshops were already 
discounting it, or offering a "twofer" — 
pay the full price and get a copy of the 
autobiography of Hazel Hawke, Bob’s 


wife. Hawke will earn around 10% of 
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. sales, most of which he has already re- 





ceived in an advance of A$200,000 
(U5$150,000) or more. On sales of 70,000 
copies, he stands to make about 
A$350,000. As prime minister, Hawke had 
an approval rating of 78%. It has been a 
long way to fall. m Tina Faulk 


Tina Faulk is a writer based in Canberra. 
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Asian Visions of Authority: Religion and the 
Modern States of East and Southeast Asia 
edited by Charles F. Keyes, Laurel Kendall 
and Helen Hardacre. 

University of Hawaii Press, Honolulu, Hawaii. US$35. 
Islam, Muslims and the Modern State 

edited by Hussin Mutalib and Taj ul-Islam 
Hashmi. | 

St. Martin's Press, 175 Fifth Ave., New York, NY. 
Ш5$69. 95. 


Fundamentalist fever is in the air a gain. 
With the recent banning of the mystical 
Al-Arqam Islamic sect in Malaysia, and 
Muslim zealots’ condemnation of the 
Bangladeshi writer Taslima Nasreen, 
many observers predict a resurgence of 
religious fervour in Asia. 

For these reasons, the appearance of 
two volumes devoted to religious revival 
in Asia and beyond is timely. And wel- 
come too, because of the need to avoid 
making hasty judgments about the deli- 
cate balance between secular and religious 
norms in Asian society. 

Ever since the Iranian Revolution in 
1979, associating religion with political or 
social change has evoked visions of fun- 
damentalist theocracy and the total rejec- 
tion of secular norms. In the Asian con- 
text, this is a misleading stereotype that 
these two books on the role of religion in 
modern society help to dispel. 

These books also signal an awareness, 
in the academic community at least, of 
the resurgence of religion as an agent of 
social and political change. From the 
strengthening of Islamic values in mod- 
ern Malaysia, to the revival of traditional 
weddings in South Korea, reliance on 
ritual and superstition is being preserved 
or revived to cope with the pressures of 
modern life. 

The point is succinctly made by the 
editors of Asian Visions of Authority. They 
reject the conventional view that as states 
modernise they secularise, and argue that 
with progress, religion and ritual become 
more, not less, significant. "Ritual and 
magical symbols," they note, "continue to 
hold great appeal even in highly rational- 
ised social orders, because they and those 
who manipulate them offer the immedi- 
ate eradication of injustice...” — 
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Challenging authority with 
parochial rituals or religion rather 
than democratic liberalism is not an 
obvious channel for dissent today. 
But it may explain why modern 
Asian governments tread lightly 
when dealing with local customs 
and beliefs — even when society has 
no recourse to democratic institu- 
tions. 

Thai academic Chaiwat Satha- 
Anand, in his essay on Thai Mus- 
lims, for example, suggests that 
among the factors inspiring Islamic 
resurgence is “the desire for power 
among a segment of an expanding 
middle class that cannot be accom- 
modated politically because of the 
prevalence of unelected rulers and lim- 
ited institutions . . ." In an arresting, if 
jargon-laden, account of the Chinese 
Communist Party's "battle against magic" 
by Ann Anagnost, Chinese popular ritual 
emerges as a means of opposition to the 
state. 

This admirable collection of case stu- 
dies on Japan, China, South Korea, Tai- 
wan and Southeast Asia leaves the reader 
with the impression that dissent and pro- 
test in the region is not confined to the 
political domain. Missing here is a dis- 
cussion of the impact of dissent on the 
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Fundamentalists target Bangladeshi writer Nasreen. 


process of political reform — an omission 
that reflects the authors’ mainly anthro- 
pological background. 

For a more political treatment of 
religious revival and its impact on the 
modern state, the place to turn is Hussin 
Mutalib and Taj ul-Islam Hashmi's 
impressive survey of most of the Mus- 
lim world by country and minority. 
Cyrus Binain sets the tone provocatively 
with his consideration of the rise of Is- 
lam as a political force set against the 
decline of Western superpower he- 
gemony. What follows, though, tends to 


Harbour Crossings 


A Chinese Wedding by Simon Elegant. 
Piatkus, 5 Windmill St., London. £15.99. 


REVIEW Assistant Editor Simon Elegant's 
first novel tells the story of Amy Wyse, a 
young American who marries а Chinese 
businessman in Hong Kong. In the follow- 
ing excerpt, Amy is returning to Hong 
Kong after a day-trip on a junk: 

"On the way back that evening Amy 
left the others and sat in the prow as 
they entered the harbour, shivering a 
little in the cool evening wind of early 
spring, but glowing from the slight sun- 
burn and the residue of the wine, not 
thinking, just enjoying the sensation of 
peacefulness, the harbour now quiet, the 
sunlight rapidly seeping out of the sky, 
draining down behind the hills, leaving 
only tinges of blue and pink and pur- 
ple shading into inky black above, the 
lights of the office blocks in Central 
blasting out against the twilight, each 
of the ships they passed a world entire 
to itself, the dark companionways and 
decks illuminated by small pools of 
light, their riggings picked out in fairy 
lights, the green and red lanterns glow- 
ing on port and starboard side, no 
sound but the chugging of the engine 


and the sigh of the water slipping past 
the bow. 

Then an ancient sailing junk had sud- 
denly emerged from the gathering twi- 
light without a sound, like 
a ghost ship, hardly thirty 
feet away, triangular russet 
sails creaking audibly, the 
fierce yellow and red and 
blue and white dragon's 
eyes painted on the prow 
glowing in the fading 
light. Shocked at its close- 
ness — in the twilight the 
junk appeared to be 
headed directly for them 
— Amy had opened her 
mouth to cry out, but the 
words had dried in her 
throat and she had sat 
there watching as the 
boat loomed nearer, then sheared gen- 
tly away at the last moment, the ends 
of the long wooden net booms that 
stuck out on either side like spindly 
vestigial wings passing so close that it 
seemed to Amy she could have reached 
out and touched one. 

АП this in silence, Amy watching 
mesmerised as the unlit junk slipped 
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focus on the local factors behind Is- 
lamic resurgence. 

The book evokes an image of plu- 
ralism in the Islamic world: not the 
threatening fundamentalist monolith 
so often portrayed in the Western 
media, but a religious community at 
odds with itself over whether to re- 
ject the modern material world, or 
to find an Islamic way to accommo- 
date it. 

By considering the important role 
played by local ethnic and class fac- 
tors, the simplistic perception of a re- 
surgent Islamic world united against 
Western values evaporates. As 
Hashmi points out in the case of 
Bangladesh, no single Islamic group 
appears to dominate, so that "only the 
unpredictability of the future course of 
Islamic politics in Bangladesh seems to 
be a safe prediction." 

Although thematically less coherent 
than Asian Visions of Authority, Mutalib 
and Hashmi's Islam, Muslims and the Mod- 
ern State achieves almost the same results, 
leaving the reader with a clearer under- 
standing of the nature of religious re- 
surgence, without having to resort to 
alarmist stereotyping. ш Michael Vatikiotis 
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Michael Vatikiotis is a Review correspondent. 


past, first its high unbalanced-looking 
front, then the decks littered with net- 
ting and rattan baskets and ropes and 
gunny sacks and other bundles and 
shapes she couldn't identify in the dim- 
ness, not a soul in sight, no one at the 
huge tiller set over the raised stern, the 
long wooden arm swinging gen- 
tly back and forth. Then 

a dog asleep at the rear 
had suddenly jumped up 
and begun barking furi- 
ously, and there was a 
clamour behind her as the 
boatman seemed to notice 
the junk for the first time, 
though the ship was al- 
most past them, screaming 
curses as he swung wide 
with unnecessary violence. 
Amy had turned in time to 
see the rear of the mysteri- 
ous vessel fading into the 
night, saw a man dressed 
only in a ragged pair of 

shorts emerge from a hatch, a cigarette 
glowing in the corner of his mouth. He 
had waved at them, or perhaps made 
some rude gesture, she couldn't tell in 
the gathering darkness, then the ship 
had vanished again, the last sight of it 
the scarlet Chinese flag undulating in 
the breeze, then nothing." a 
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Sony and L' Oreal factories: blue-chip investments. 


Europe's Top Location 
For Asia-Pacific Firms 





ne of the most successful lo- 
cations for industrial invest- 
ment by Asia-Pacific com- 
panies expanding into Europe 
is the Principality of Wales in Britain. 

Situated on the western side of Bri- 
tain, Wales has achieved a remarkable 
economic transformation to become a 
focus for foreign companies looking for 
the optimum location for new manufac- 
turing plants. 

A combination of competitive costs, 
an adaptable workforce and government- 
backed support services for investors is 
highly attractive. Wales can point to a 
proven track record as a place where 
companies are welcomed, encouraged — 
and clearly thrive. 

The availability of labour and the 
overall skills base are as important a part 
of the infrastructure as good communi- 
cations and logistics. 

Many of the companies setting up in 
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Wales with the assistance of the Welsh 
Development Agency (WDA) were sur- 
prised to find an unusually high degree 
of quality within the skills base and ex- 
cellent road, air and rail links with the 
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rest of Britain and Europe. This has been 
a major influence in the attraction for 
companies from the Asia-Pacific region. 

Already the concentration of Japanese 
companies in Wales is one of the high- 
est in Europe, and now companies 
throughout the Far East are looking at 
what this small but dynamic country has 
to offer. In total, there are 45 Japanese 
companies which have invested in Wales 
so far, and three from Hong Kong. 

The inward investment figures are 
impressive. In the past 10 years, Wales 
has attracted investment from overseas 
and the rest of Britain worth more than 
US$7.5 billion, and involving more than 
120,000 jobs. 

Altogether, some 1,200 new or ex- 
pansion projects in Wales have been 
announced since April 1983. 

Over the same period, Wales has 
consistently received about 2096 of all 
capital investment in Britain. In the past 
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few years, investments valued at more 
than US$1.5 billion have been made by 
seven companies alone — Sony, Robert 
Bosch, Toyota, British Airways, Hamil- 
ton Oil, Ford and Dow Corning. 

Other blue-chip names that have in- 
vested in Wales include Aiwa, Hawker 
Siddeley, Lucas, Matsushita, Brother, 
Valeo, Kimberly-Clark and L'Oreal. 

Wales has been transformed in the 
past decade from smokestack to sunrise 
and is now increasingly famous for auto- 
motive engineering, aerospace, electron- 
ics, technology and financial services. 

The transformation is due to several 
factors. The principality has an excellent 
industrial-relations record, а productive 
and well-educated workforce and, above 
all, a good relationship has been deve- 
loped between central government, local 
authorities, the business community and 
the people. 

Investment has also been a major 
factor, with Asia-Pacific companies, in 
particular, consistent investors in Wales. 
In the last year alone, a further 14 in- 
vestment projects were recorded from the 
Asia-Pacific region. 

In July of this year, one of the most 
significant inward investment projects was 
announced by Nippon Electric Glass of 
Japan and Schott Glaswerke of Germany. 

The two companies are forming a 
joint venture to produce glass compo- 


nents for the TV industry, creating up to . 


750 jobs at Cardiff Bay at a US$300 
million manufacturing facility. The first 
customer will be Sony’s major TV plant 
at Bridgend. 

Another notable single inward invest- 
ment project announced recently was by 
ASAT of Hong Kong, which is investing 
US$63 million in a new integrated-cir- 
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Wales has become a top area for innovation. 


cuit plant at Crumlin in Gwent. The 
project, the target of fierce international 
competition, is forecast to create 1,000 
new jobs for Wales. 

Another smaller but significant invest- 
ment was made by TAP Manufacturing 
Ltd, a subsidiary of Musashi Seimitsu of 
Japan. TAP is establishing a car-compo- 
nents plant near Blackwood. This is one 
of only a handful of Japanese greenfield 
investments in the whole of Europe in 
the past financial year. 

An outstanding testimony to the suc- 
cess of Wales is the rate of expansion by 
companies once they have located there. 

One special example of expansion in 
the past financial year was by Takiron 
UK Ltd, the first Japanese company to 
establish an industrial base in Wales 20 
years ago. 

The company manufactures PVC 
corrugated plastic for various industrial 
markets, and has found Wales the ideal 
location for both distribution of its pro- 
ducts and their manufacture. 

Other notable expansions include in- 
ternational corporations such as Sony, 
Aiwa, Ford and Dow Corning, among 
other well-known names. The commit- 
ment to Wales shown by these companies 
reflects the confidence they hold in Wales 
and its economy. 


Welsh Development Agency 
The WDA is one of the key organi- 
sations behind the successful investment 
strategy. Its various functions include not 
only direct inward investment, but also 
bilateral matchmaking between Welsh 
companies and prospective overseas 
partners, outward investment by Welsh- 
based companies and a substantial prop- 
erty and land-reclamation programme. 
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Rowe-Beddoe: pro-active approach. 


"The development of a strong manu- 
facturing and service economy is, of 
course, the key long-term strategic aim 
of the WDA,” says its chairman, Welsh- 
born David Rowe-Beddoe. He sees it as 
vital for the WDA to .maintain the mo- 
mentum on inward investment and is 
keen to develop new relationships in 
addition to the traditional markets such 
as the U.S., Japan and Germany. 

"We are widening our search for in- 
vestors to new markets such as Singa- 
pore, Korea, Hong Kong, Taiwan and 
Australia,” says Rowe-Beddoe. He also 
points out that there are possible changes 
in investment patterns, with a concen- 
tration of smaller and less labour-inten- 
sive projects. 

Referring to the Asia Pacific, he adds: 
"The high yen and the protectionist 
stance from the European Commission 
mean that a manufacturing presence in 
the U.K. is even more necessary to ex- 
ploit Europe's single market. 

A pro-active approach is being taken 
by the agency's inward-investment arm, 
which has set up a string of offices in 
the Asia-Pacific region. The intention is 
to seek out growing companies as po- 
tential inward investors who can improve 
both the quantity and quality of jobs in 
Wales. 

The agency's policies already appear 
to be working. According to Brian Mor- 
gan, the WDA's director of economic 
strategy, the forecast for the gross do- 
mestic product this year looks good. 

"GDP growth is expected at 2.696, 
with growth in manufacturing content 
expected to be 3.4%. By comparison, 
total GDP growth for Britain is forecast 
at 2.496. While other parts of Britain 
may be slumbering, Wales is awake and 
working for the future," he says. 
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In order to make Wales even more 
attractive to potential investors looking 
to locate and work closely with Europe, 
the agency created the European Busi- 
ness Group, whose mission is to help 
small to medium-sized businesses in Wales 
to expand into the rest of Europe. 

Already, links have been forged with 
four of the most powerful economic 
“motors” of Europe. These are Baden 
Wurttemberg (Germany), Lombardy 
(Italy), Rhone-Alpes (France) and Catalo- 
nia (Spain). Last year, this "Eurolink" 
programme resulted in 66 partnership 
projects with Welsh companies. 

Within Wales, at the local level, the 
agency pays close attention to the needs 
of local businesses. The WDA concen- 
trates on the slightly larger domestic 
companies where the potential for ex- 
pansion and job creation is highest. 

There are approximately 3,000 com- 
panies in this category and the agency 
offers advice on management, market de- 
velopment and technology. There is a 
range of services aimed at particular types 
of companies in particular sectors, and 
these companies are assisted by the 
agency to sharpen their competitive edge 
and bid for business in Europe. 

Source Wales is but one of these 
services. This has assisted over 800 
Welsh companies in the past 18 months. 
The programme aims to find local sup- 
pliers for inward investors — cutting the 
import bill, giving investors security of 
supply lines and encouraging local com- 
panies to upgrade production to match 
the standards now demanded by multi- 
nationals. 


Hi-tech Teamwork 

Teamwork and the flexibility of the 
labour force have been two of the most 
important incentives for companies to 
move their hi-tech production facilities 
to Wales. Again and again, plant man- 
agers emphasise the Welsh work ethic. 

Any list of manufacturing and hi-tech 
companies in Wales today contains some 
of the best-known international blue-chip 
names such as Ford, Toyota, Panasonic 
and Sharp. In recent years, Wales has 
become one of the leading regions in 
Britain for the development of new tech- 
nologies. 

One of the companies spearheading 
this development is Newport Wafer-Fab 
Ltd, the front-end operation of a group 
that offers a complete turnkey semicon- 
ductor manufacturing service. 

South Wales-based Newport Wafer- 
Fab is a result of an investment by QPL 
International Holdings Ltd, one of the 
top industrial groups in Hong Kona. 

Until the company acquired the wa- 


1994 


fer-fabrication site at Newport, QPL had 
traditionally been involved in the mate- 
rial and packaging side of the manufac- 
turing-process industry. QPL is the 
world’s largest lead-frame etcher, produc- 
ing more than 75 million etched and 
stamped frames per month. 

From its position within the industry, 
however, QPL could see a gap in the 
market — the need to serve the semi- 
conductor industry vertically and provide 
a complete service, from wafer fabrica- 
tion to design, assembly and testing. 

In 1992, QPL acquired the former 
INMOS site in Newport from SGS 
Thomson, the French semiconductor 
group and owner of INMOS. This acqui- 
sition created Newport Wafer-Fab and 
completed the first stage in the semicon- 
ductor business, the wafer fabrication. 

The second stage of the manufactur- 
ing process will eventually be carried out 
by ASAT (UK), whose site at Crumlin 
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skills. 

T. L. Li, chairman of QPL, intends 
that the south Wales operation will lead 
the market by building on three key 
philosophies prevalent in the group. 

“We believe that Newport Wafer-Fab 
and ASAT (UK) will build their attractive- 
ness on reputation,” he says. “Our repu- 
tation will come from our service to our 
customers; service which we will build 
through commitment to training and total 
quality management. 


Sony — a Legend in Wales 
Sony established its first manufactur- 
ing facility in South Wales in 1973. 
Since then, the company has achieved 
remarkable success in Wales. Through 
a programme of re-investment, Sony has 
doubled its production capacity for col- 
our TVs, manufactures printed-circuit 
boards and colour tubes and last year 
completed the second phase of a £147 
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should be ready by 1995. ASAT (UK) 
will be responsible for the assembly and 
testing of integrated circuits for the com- 
pany s customer base in Britain, Europe 
and the U.S. East Coast. 

With the completion of ASAT (UK), 
QPL will be the first independent com- 
pany to offer a fully integrated manufac- 
turing solution for “fabless” design 
houses; it will exploit a European market 
of an estimated £19.2 billion (US$29.9 
billion) in 1997, according to Dataquest. 

Newport Wafer-Fab carries out some 
of the most complex microprocessor 
work in the world in South Wales. Most 
of the fabrication process is carried out 
under exacting environmental conditions 
which require a high level of operator 
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million Technology Centre at Pencoed 
— only a few miles from the original 
Bridgend plant. 

The final completion of the Techno- 
logy Centre in 1995 will be a milestone 
in the development of the company and 
its relationship with Wales. Both the 
Welsh Office and Welsh Development 
Agency have worked closely with Sony 
from its early days, developing a close 
liaison with Sony's senior managers in 
Europe and Japan. 

The cooperation and enthusiasm of 
the local authority in Mid-Glamorgan was 
an essential factor in facilitating the rapid 
development of Sony's plans for the 
Pencoed site. 

The centre will enable the company 
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to continue its rapidly expanding activi- 
ties into development — an increasingly 
important aspect of the company’s Eu- 
ropean operations during recent years. 

The centre will work closely with 
Sony's other research-and-development 
sites located in Japan, Germany and 
Spain, and is destined to become the 
centre of technological excellence for 
Sony in Europe. 

Sony's continued investment in Wales 
is impressive. It has increased manufac- 
turing capacity in Bridgend from approxi- 
mately 600,000 colour TV sets a year 
to more than one million and has in- 
vested in further development, including 
new products. 

The company is proud that its Welsh 
manufacturing facility has built a world- 
wide reputation for excellence, and ac- 
knowledges that the dedication and effi- 
ciency of the local team will 
ensure the support of the 
Sony Corporation in the fu- 
ture. 


Communications 

South Wales is connected 
to London and the southeast 
by the M4 motorway. Cen- 
tral London is about a three- 
and-a-half hour drive from 
Cardiff, and London's Heath- 
row airport is just two-and-a- 
half hours away. 

In fact, the rail link takes 
under two hours, and there 
is easy access to the channel 
ports on the east and south 
coasts. There is also easy 
access to Manchester and 
Birmingham airports, and to 
London's Gatwick airport in 
the south via the M4 and 
M25 London orbital motor- 
ways. 

The A55 in North Wales 
joins motorway networks 
leading to Liverpool, Manchester and the 
Midlands. 

Cardiff's own airport offers services 
to other British cities as well as to many 
European destinations, direct or via 
Heathrow. Flight times to Brussels, 
Amsterdam and Paris are all less than 
two hours. 

Infrastructure influenced substantial 
investment decisions by British Airways 
(BA), which is completing two new main- 
tenance and repair facilities in South 
Wales. 

BA has invested more than US$150 
million in a new dedicated maintenance 
plant for one of the world’s most suc- 
cessful jet airliners, the Boeing 747. The 
plant is in the final stages of completion 
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on a site close to Cardiff’s airport. It 
contains three bays for servicing 747s, 
of which there are about 1,000 in op- 
eration around the world. 

The plant is managed and run by 
British Airways Maintenance Cardiff 
(BAMC), a wholly owned subsidiary of 
BA. The whole 72-acre complex will be 
fully operational by next September and 
will employ about 1,200 people, han- 
dling up to 75 aircraft a year. 

Giving the principle reasons for choos- 
ing the Cardiff area, Alan McDonald, di- 
rector and general manager of BAMC, 
says: “It was the terrific infrastructure and 
a large greenfield site which gave us the 
opportunity to introduce modern work- 
ing methods.” 

Other important factors were the re- 
cruitment potential, local training facili- 
ties, logistics and a certain amount of 
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regional financial assistance. 

“There is also a large pool of quali- 
fied people in the area, including ex- 
miners and ex-steelworkers, with a host 
of industrial engineering experience,” says 
McDonald. 

He adds that the nearby Barry Tech- 
nical College played a key role in provid- 
ing training facilities. BAMC is now 
working in partnership with the college 
to enhance its aviation training centre. 

“I think one of the biggest bonuses 
was the 'greenfield opportunity' to intro- 
duce new management philosophies,” 
says McDonald. Many companies mov- 
ing into Wales brought new management 
practices with them, and these had al- 
ready been accepted locally. 
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“This has given us an opportunity to 
experiment in a technical sense — to 
bring in a production-line philosophy for 
maintenance, which implies total quality 
control,” says Mcdonald, who runs a 
“minimum-status” work team. 

Every employee, whether a manager 
or a line technician wears the same white 
overalls. Teamwork is a must, as is flexi- 
bility. 

Every three months, every support 
employee in BAMC works in the hangar 
and actually carries out tasks on an air- 
craft under supervision, ensuring that all 
company members remain fully aware 
of the business focus. 

BA's plant handles work ranging from 
regular service checks to more sophisti- 
cated services that involve almost rebuild- 
ing the complete aircraft. 

A few miles along the M4 is BA's 
new avionics plant, part of 
which is still under construc- 
tion. This will be the airline's 
service centre for electronic 
equipment fitted to its aircraft. 

All BA's existing avionics 
facilities at Heathrow are cur- 
rently being relocated to the 
new site, and the full move 
will be completed by Octo- 
ber. 


Settling in Wales 

For both work and leisure, 
Wales is a land of opportu- 
nity. Its natural beauty is com- 
plemented by a softness, 
which is reflected in the scen- 
ery, the character of its peo- 
ple and the Celtic language. 

For the thousands of ex- 
patriates who have moved to 
Wales, living and working in 
Wales is a new and pleasantly 
unexpected way of life. 

Wales has more than 
3,000 primary and second- 
ary schools. The University of Wales, 
which has six constituent colleges, is the 
second largest in Britain. 

The major towns and cities have ex- 
cellent new shopping centres with 
branches of many of the leading depart- 
ment stores and supermarkets. 

Cardiff is home to the Welsh National 
Opera. It also offers the St David's 
Concert Hall, a major entertainment 
venue, and the National Museum of 
Wales which has a fine collection of 
impressionist art. 

Wales has thriving local communities 
in the north as well as in the south. Wher- 
ever a company is located, its people 
are never far from the freedom and space 
of the countryside. € 
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Far Eastern Economie Review, the _ 
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The only other possible deadlock g 
buster remains King Sihanouk. 
d has told the Far: 

n ic Revie that if m 
breaks out in Cambodia he may 








have to take over executive power. | 


Seemingly ignoring the Cambodian | 
constitution and his own earlier _ 
promise to reign but not rule, | 
he said, according to the report, 


minister, and would invite Khieu 
Samphan, the Khmers Rouges  * 


main negotiator, into his 
inia as a Mee en 


Econömisi (London) 


If the BBC cannot reach agreement © 












contract being honoured until the 
end of the year. According to the 


new Chinese movie channel 
replacing the BBC in China is to 
be launched in early May. 
Marketing plans have been drawn 
up and printed material produced 
for cable television operators in 
Taiwan. b 
О = 


Financial Times 


| шерә in its next i issue, out |, 
Thursday. The preparations would ensure that any war d 
AS ought о on North Korea's side of the demilitarized i 
- zone that splits the Korean peninsula, ће Hong Kong- 
ased. weekly news magazine said. Battle plans for : 
snap deployment of U.S. air and naval forces prior : 
ап invasion of South Korea have meanwhile become | 
part of standing U.S. military orders, the Review L 
- added. Previously, U.S. strategy was to contain an 
© invasion from the north until reinforcements 
| could arrive, the magazine said. 
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that he would be his own prime- į 
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Washington Post 


Prime Minister Chuan Leekpai 
yesterday told Labour and Social 
Welfare Ministry of sexual abuse of 7 
children by foreigners, as reported | 
in a Hong Kong weekly. Permanent 
Secretary for Labour and Social à 
iu Sawai Phrammanee received 4 
“very urgent” letter from the ined : 
Minister s secretary's office with a 
copy of the Far Eastem Economic 
Review. The magazine featured a 
long story headlined "Dirty Business: 
A Spate of Child Sex Cases 
Fighirghts a à Dod саи: 























Bangkok Post 


In the capital, soldiers surrounded the 
Regent Hotel, where Prince Norodom 
Chakrapong, the Prime Minister s 
estranged half brother and one of the 
accused plotters, was holed up with Nate 








ic Review, Thayer later 


desperate Chakrapong, who was seeking 
U.S. protection. Upon the reporter's 
arrival, Chakrapong emerged disheveled 
and barefoot from a ceiling crawl space 
pleading, “Please, they will kill me. 
ат innocent.” 


Time Magazine 
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The best testimonials to a publication’s authority are made 
by its readers, including editors of respected news media 
who trust it enough to make it a source for their news. 





The inspection of the freighter Yinhe was 
conducted at American request. Beijing is 
demanding that Washington guarantee that 


in Beijing have declined to comment on the = 
incident. A report in the current edition ofthe — | 





was able to confirm that the chemicals were aboar 
the ship when its topped in Singapore after it left 
China. But according to the report, once the 
Chinese were alerted to U.S. interest in the Iran 
bound shipment, 
chemicals in Jakarta, where the freighter remained * 





asa top adviser. According to the Far. 


peii mers Mr. Li Chosen will soon be 


do not occur again. U.S. officials | 





says U.S. intelligence > 





the captain unloaded the 


НК 
jas 


Beijing is sending a close friend of 

Party Secretary Mr. Jiang Zemin and 

old Hong Kong hand to the local branch 
of the New China News Agency (NCNA) 


















dii, former NCNA | 





appointed a special assistant to director 
Mr. Zhou Nan. The magazine quotes 
Chinese sources as saying: “The decision 
to appoint Li is an indication that the 
leadership in Beijing are not particularly 
pleased with the performance of Zhou, 

a follower of hardline premier Li Peng.” 


South China Morning Post 


A proposal to shift government 
agencies to a new township to be 
constructed near the Kuala Lumpur 
International Airport in Sepang is 
being actively discussed at the 
highest levels. The story was first 
reported in the о 9i issue. 
of the Far Eastem Economic Reviev 
Following up, Malaysian ‘Business: 
contacted a high-ranking 
government official who confirmed 
poverty intent to одна 
















Malaysian Business 


гбаѕіегп Economic 


Asia's Business Newsweekly 


a 
^ 
ниниди инанылар сана i AEAEE ANANA a EA ALAN n ANA ARA KAA пее AS ENA NNA ч GA AA аа EERE taaan AN A AAA BAA AAR A O AA AEE A N AERE EE E ERE AA NN водарам твид ла ARADA OD молат оиа о здано Krk PH T EE EE EE EIER RMR p катын} РН eee 





BUSINESS 








Evergreen is well-placed to lead the charge to China when Taiwan relents on direct transport links. 





Heady When You Are 


Politics prevents direct transport between China and Taiwan. 
But there are signs of change. Evergreen Marine is one of those 
preparing for a new era in cross-strait trade. 


By Julian Baum in Taipei 

sk Johnny Kuo when would be a 
A good time to open direct transport 
links across the Taiwan Strait, and 
he is quick to reply. "Anytime we can ex- 
tend our routes to China, we are ready to 
go,” says Kuo, executive vice-president of 
Uniglory, a member of the Evergreen 
Group and one of Taiwan’s largest con- 
tainer-shipping companies. 

Kuo's eagerness is understandable. Ever 
since Taiwan lifted a ban on travel to China 
seven years ago, Taiwanese shipping and 
airline companies have felt left out. They 
have lobbied Taipei to allow them to ex- 
pand markets and fatten revenues in 
China, whose economy is the world's fast- 
est-growing. Today, two-way trade sur- 
passes US$20 billion annually, and last year 
more than 1.5 million Taiwanese visited the 
mainland. 
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Yet Taiwan's transport industry still 
awaits a change of policy. Many expect the 
ban against direct transport and communi- 
cations to end at any time. In the hope that 
it does, Uniglory, its sister firm Ev ergreen 
Marine and other shipping companies are 
making plans as if direct links were just 
around the corner. 

Earlier this year, Uniglory. shareholders 
endorsed investments of up to US$30 mil- 
lion in China. Kuo says the company has 
yet to decide where to set up container- 
ised-freight facilities. So far, it has surveyed 
at least 30 ports with channels deep 
enough to accommodate Uniglory's shal- 
low-draft container ships. Among these are 
Tianjin and Qingdao in the north and 
Xiamen and Guangzhou in the south. 
Uniglory is already sending 5,000 contain- 
ers each month into China through Hong 
Kong, and retains agents in Shanghai and 
Tianjin to liaise with its customers. 
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Uniglory can also piggyback on projects 
under development by the Evergreen 
Group’s core company, Evergreen Marine. 
In May, Evergreen Marine’s shareholders 
approved investments in China of up to 
US$50 million. In August, the company 
received Taiwanese permission to invest 
US$6 million in the first stage of a con- 
tainer-handling and warehouse project at 
Pudong, near Shanghai (the announcement 
boosted Evergreen's share price in Taipei 
by 14%). The US$10 million joint venture, 
owned 60% by Evergreen Marine and 40% 
by Shanghai's port authority, will be 
known as Shanghai Evergreen Container 
Transportation. 

A second project, still under discussion, 
could be announced by year's end. That 
would be a more ambitious proposal for a 
container-shipping facility at Zhangjia port, 
near Ningbo. Evergreen may team up with 
Genstar, a container-leasing company and 
subsidiary of General Electric of the United 
States. 

Evergreen's managers are cautious 
about the Zhangjia project because it in- 
volves infrastructure spending on port de- 
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velopment that goes beyond what Taipei 
“now permits. But Evergreen staff see a 
‘powerful omen in the proposal’s favour: 
- the name of the port literally means “Home 
-of Chang” (romanised on the mainland as 
Zhang), the family name of Evergreen 
founder and.chairman Chang Rong-fa. 
"This project already has the mandate 
` of heaven,” jokes an Evergreen executive. 
. As the world's largest containerised- 
“shipping group — it has 76 vessels operat- 
0 countries — the Evergreen Group 
{О do more than cross-strait trade; 
to help ship Chinese goods to the 
rest of the world. Other Taiwanese ship- 
.pers and airlines, coveting a similar role, 
- hope their government will become more 
- flexible in the next few years. 
“It seems the picture is getting more 
and more clear,” says C. S. Chen, president 
of U-Ming Marine, Taiwan’s largest bulk- 
shipping company. "This is not a question 
of being optimistic or pessimistic. But there 
are many practical problems that have to 
be solved." 

U-Ming/s response to the slow change 
in policy on cross-strait ties has been to set 
up a subsidiary in Singapore. It began 
operations in April. With three ships in 
operation and a fourth on order, U-Ming 
vessels carrying the Singapore flag may 
now ease into the China business. 

However, the practical problems should 
not be underestimated, say shipping execu- 
tives. They include the seemingly intracta- 
ble political differences that have divided 
the rival Chinese governments in Beijing 
and Taipei for almost half a century. The 


















Taiwan Government's official position on . 


direct links was most recently stated in a 
policy paper from the Mainland Affairs 
Council in late July. Direct links cannot 
come, says the paper, until Beijing ends its 
hostility towards Taiwan and recognises 
Taiwan's jurisdiction and right to partici- 
pate in international affairs. 

"Direct transportation links across the 
strait involve complicated negotiations on 
aviation and navigation rights, and thus 
inherently belong on a political agenda," 
the paper says. "The Chinese communists 
have long since regarded aviation and 
navigation rights as an extension of their 
national sovereignty and not simply as an 
economic issue." 

These conditions, though, are growing 
more difficult to defend as the commercial 
logic of direct links overwhelms politics. 
Taiwan has a well-developed transport sec- 
tor, with 10 commercial airlines and sev- 
eral dozen shipping companies. Pressure 
from the airlines has eased in the past year 
` as they have begun to make profits at 
.. home. Yet other factors increase the ur- 
` gency for change. On the trading side, the 
` volume of goods Taiwan now exports to 
> the mainland compounds the inefficiency 
^ of transiting Hong Kong or Japan, and 
|»: makes it hard for Taiwanese companies to 
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remain competitive in the China trade. 

More importantly, the reversion of 
Hong Kong to Chinese rule in 1997 is clos- 
ing the door on the colony's status as a 
buffer zone for Taiwan's trade and tour- 
ism. Much of Taiwan's indirect trade is 
destined for southern China, where the 
bulk of Taiwanese investors and export- 
processing companies are. But increasingly, 
most Taiwanese goods are headed for 
northern China. Transiting Hong Kong 
adds at least 50% to transport costs. | 

^Without pressures from 1997, the [Tai- 


pei] government would not be willing to 


deal with this hot potato," says a shipping- 
company manager. "Now they have to 
move forward." 

One positive sign for the industry is a 
report under preparation by Taiwan's Min- 
istry of Transportation on what steps must 
be taken for direct links. Industry execu- 
tives say the report, due out next year, will 
include a detailed proposal for setting up 
an "offshore" buffer zone where direct 
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| Two-way trade 
| (Hong Kong/ 
| China® ) 

| US$ million 
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(thru June) 





shipments from China could be processed. 
The idea has been under discussion for sev- 
eral years, and has now reached a debate 
over where to establish the zone. 

Those who see the zone primarily as a 
site for Taiwan-bound cargo favour Tai- 
chung, central Taiwan, which is the closest 
port to the mainland. But Taichung’s shal- 
low harbour isn't suited to deep-draft ves- 
sels and its widely varying tides compli- 
cate loading. Kaohsiung is the obvious 
choice for transshipping containerised 
freight. It can accommodate deep-dratt ves- 
sels — such as the fifth-generation, super- 
sized carriers with drafts of 12.5 metres — 
that Evergreen will begin operating in 1996. 

With a fleet of 30 vessels suited to Chi- 
nese ports, Uniglory has already commit- 
ted to Taichung. Under a contract with the 
Taichung Port Authority, it has leased a 
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berth and terminal space beginning. 
October 1995. It has also guaranteed ; 
nual throughput of 190,000 20-foot equiva 
lent units, or TEUS, of capacity annually af 
ter that time. Kuo says that until direct 
links are established, the Taichung facility 
can be used for transshipments to Hong 
Kong and Southeast Asia. 





Taiwan’s bulk shippers want the gov- E 


ernment's report to address their side of 


the business too. "If we're talking about — B 
direct links, we have to solve the problem =: 


of bulk carriers,” says Henry Wang, vice- 
president of Sincere Navigation, one of Tai- 
wan's largest bulk carriers. Wang says 
however, that the bulk-shipping busines 
will not grow as quickly as that for con-. 


tainerised freight, because China doesn't $2 
yet have much to sell to Taiwan other than: 
small quantities of coal. E 


ang recommends that one way of | 

W quickening the pace of cross- | oe 
| strait shipping links would be to 
authorise private groups such as the Na- 





tional Association of Ship Owners to nego- . * 
tiate with the Chinese side. Those contacts ^. 


began informally last year. | 

^We need to discuss how to treat each 
other with equality," says Wang. "If Tai- 
wan's ships can't fly the [Taiwanese] flag 
in mainland ports, for instance, then ships: 
from China shouldn't be allowed to fly 
[China's] flag in Taiwanese ports. But this 
is a technical problem that should be nego- 
tiated privately before the government gets 
involved." 

Industry observers say direct links in- 
volve much more than cost savings to ship- 
pers and fat profits for the transport indus- 
try. Some believe direct ties would enhance 
government efforts to promote the island 
as a regional operations centre for multina- 
tional corporations. 

"The psychological effect of direct trade 
is very important," says Yan Jiann-fa of the 
Institute for National Policy Research. 
“With direct links, many businessmen 
would see the integration of Taiwan, China 
and Hong Kong intensify. They would be 
more interested in using Taiwan as an op- 
erating base since they could have direct 
access to Asia’s largest market.” 

Yan says that since Taiwan is already 
well-connected through trade and invest- 
ments with Southeast Asia, Japan, and the 
U.S., the island would be more than just a 
gateway to China. It could become an in- 
ternational business centre offering advan- 
tages in communications, living conditions, 
and personnel recruitment that are not 
available in China. 

A local shipping executive says it's 
likely that Taiwanese companies will have 
more than one centre of operations as their 
mainland operations expand. "We'll never __ 
move our corporate headquarters,” һе 


says, “but we'll have a second home in — 


China." = 













WE'VE BEEN WAITING 
FOR THE GREEN LIGHT... 
FOR OVER 23 YEARS а аа 








The 21 million people living in the 
Republic of China on Taiwan have not been 
represented in the United Nations since 
1971. 


We are the 13th largest trading nation 
in the world, and we've accumulated one 
of the world's largest reserves of foreign 
exchange. To share our hard earned 
prosperity with others, we've set up 
an International Economic Cooperation 
Development Fund and an International 
Relief Fund. 


We really do want to meet our obligations 
to the international community by helping 
nations in need. The problem is that our 
democratically elected representatives are 
not allowed into numerous international 
organizations. The Chinese communists 
claim they represent us and block our 
participation in the United Nations and other 


important international bodies. 


The fact is, China has been divided into 
two separate political entities for more than 
four decades. Like Korea, both sides deserve 


recognition. 


We call on the world community to give 
us a green light and allow us to meet our in- 
ternational obligations. We've been ready 


and willing for a long time now. 


TODAY'S TAIWAN 


ue 
REPUBLIC OF CHINA 














Shangri-La hotel 


BANGKOK 


Provides 


executive 


travellers 
with 
sustenance 


As one of Asia's leading hotels, 
Shangri-La Hotel Bangkok 
understands that the frequent 
business traveller needs to keep 
in touch with what's going 
on in Asia. That's why it 
provides executive 
guests with Asia's most 
authoritative publication. 

The Far Eastern Economic Review. 


FarEastern Economic 


Asia's Business Newsweekly 


Shangri-La Hotel Bangkok 
89 Soi Wat Suan Plu, New Road, 
Bangrak Bangkok 10500, Thailand 
Tel: (662) 236-7777 Fax: (662) 236-8579 
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MARKETING 


Green Tide 
Rising 

In Thailand, chemical-free 
cotton is a money-spinner 





By Michael Vatikiotis in Bangkok 


earing white, at least in the Thai- 
W Chinese cultural context, is strictly 

for funerals. But one Bangkok 
garment-maker is finding that people can 
break with tradition — and help clean up 
the environment in the process. 

"Ihank you for choosing unbleached 
and undyed cotton. [It] conserves re- 
sources, prevents pollution and is environ- 
mentally safe." This thank-you note comes 
with every purchase of Montchai Mon- 
taraks' off-white "Green Cotton" clothes. 

Four years ago, Montchai started mar- 
keting towels and simple cloth bags made 
of unbleached and undyed cotton. His con- 
science was pricked, he says, when he dis- 








. covered that industrial dyeing and bleach- 


ing released toxic dioxins into Bangkok's 
water supply. “Pollution in Thailand is a 
serious problem," the garment maker said 
in an interview in his office a few steps 
away from one of Bangkok's fume-filled 
roads. "I wanted to make sure that the wa- 
ter we used returned to the system clean." 
But will Thais, who cannot be per- 
suaded to abandon their cars to make 
Bangkok a cleaner city, worry about the 
chemicals used to make the clothes they 
wear? Green Cotton's sales figures suggest 
they might. The trademark expects annual 
sales to rise to more than Baht 2 million 
(US$80,000) this year from Baht 100,000 in 


| 1990. In fact, sales are so brisk that 


Montchai has opened a second outlet in 
Pattaya, south of Bangkok. 

By saving 40,000 litres of water and 140 
kilowatts of electricity each time a new 
batch of cloth is dyed, Montchai not only 
conserves resources, he also cuts costs. 
Green Cotton products are about 3096 
cheaper to manufacture than those made 
with dyed or bleached cloth, he calculates. 

Initially, Montchai encountered some 


| resistance from consumers. "People 
| thought the cloth was too rough and cheap 


and preferred colours," he says. But lately 
chemical-free cotton has become some- 
thing of a fad, spinning-off a green-mar- 
keting craze in Bangkok similar to the one 
that swept Europe a decade ago. 

Now a handful of large consumer- 
goods makers, such as Lever Brothers Thai- 
land, are turning to products that are made 
with fewer chemicals and packaged using 
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Montchai starts a trend in Thailand. 


environment-friendly materials. Firms are 
also discussing an identification system: 
garments made without polluting the en- 
vironment will receive a green label. 

Dhira Phantumvanit of the Thailand 
Environment Institute says the potential for 
marketing environment-friendly products 
among Thailand's urban middle classes is 
good. "People are concerned," Dhira says. 
"When they have the money they would 
like to help." 

But Dhira warns that most companies 
aren't marketing products that have been 
tested for their environmental impact. 
"They are using the environment as an 
advertising theme," he says. The privately 
run institute is trying to regulate environ- 
mental standards in conjunction with the 
Ministry of Industry. 

Green Cotton seems to be setting a 
trend in Bangkok's garment industry. At 
least three other local firms are following 
Montchai's example — marketing a range 
of basic products. Apiradee Tantivejakul, 
merchandise development manager at 
Bangkok's Central Department Store, man- 
ages the store's "Back to the Origin" brand. 
She says sales have risen 3096 during the 
current year. ^We find that selling basic 
products attracts consumers because the 
prices are cheaper," she says, noting pro- 
duction costs are about 20% lower. 

The products go far beyond T-shirts 
selling at around Baht 190. Inventories now 
include everything from picture frames in 
soft, unbleached wood to toilet paper made 
from recycled paper. Green Cotton also is 
moving into the production of natural pa- 
per made from wood bark and kitchen 
utensils carved from coconut shells. 

Montchai, who is now receiving orders 
from overseas, including the United States 
and Denmark, isn't worried about the com- 
petition. He claims Green Cotton is the 
only label which totally shuns dyeing and 
bleaching: "It's not the same, even if you 
use natural dyes," Montchai says. "People 
are worried about pollution and want to 
contribute to environmental protection." ш 
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Hong Kong 

Placing of Existing Shares/ 
Acquisition of Assets/ 
Subscription of New Shares 
May 1994 


US$495,000,000 
CITIC Pacific Limited 


Financial Advisor/ 
Underwriter 


Hong Kong China 


Placing of Existing Shares/ Conversion of Legal Person Shares 
Subscription of New Shares/June 1994 to B Shares/Placing of B Shares 


US$38,000,000 July 1994 
А ; И 0 
China Aerospace 


International Shanghai Dazhong 
Holdings Limited Taxi Co., Ltd. 


| International 
Manager ` Rc EN Underwriter 
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ingapore's finance minister, Richard 
Hu, һаз repeatedlv warned that the 
island's economic growth will slow 
to a developed-country pace over the rest 
of this decade. So his late-August predic- 
tion that growth in 1994 will be a heady 9- 
10% had analysts scrambling to revise their 
forecasts. 

Is the optimism warranted? Indicators 
suggest that 1994 will see the first year of 
double-digit GDP growth for six years (last 
year came up just short, with 9.9%). The 
second quarter of this year saw better-than- 
expected growth of 9.3%, following a ro- 
bust 11.8% in the first quarter. (The first- 
quarter result was belatedly upgraded 
from 11% by the Ministry of Trade and 
Industry in June.) For the first half as a 
whole, СОР growth was 10,5%, compared 
with 9.3% a year earlier. 

Among the hotspots: electronics, which 
again led the manufacturing sector, with 
year-on-year growth of 28.3% (following 
22.6% in the first quarter). Thanks to strong 
worldwide demand for personal comput- 
ers, the electronics sector continues to 
power ahead as local firms build on their 
traditional strength in disk drives and di- 
versify into new computer peripherals 
products. Blazing the trail is home-grown 
IPC Corp., which is pushing its point-of- 
sale terminals in the United States and Eu- 





Overall, Singapore's manufacturing, sec- 


۰ tor grew by 13.8% in the second quarter, 
| compared with an 11.9% pace in the first 


three months. Nine of the city-state’s top 
10 manufacturing industries posted posi- 
tive growth. In addition, construction 
growth was a healthy 13%, up from 11% in 
the previous quarter despite a drop in 
property prices. 

“The economy should not have much 
difficulty maintaining this rate of growth 
or better in the third and fourth quarters,” 
says Paul Schymyck, regional economist at 
HG Asia. He notes that manufacturing and 
construction growth rates fell in the second 
half of 1993, adding: “This should provide 
the second-half growth rates in 1994 with 
some added leverage.” 

This isn’t to say there are no minor wor- 
ries. The financial-services sector grew only 
5.7% in the second quarter, compared with 
23% in the previous three months. Ana- 
lysts blame the decline on slower turnover 
on the Stock Exchange of Singapore, 
though most are sanguine that business 
will pick up in the second half. 

Fall-out from the government's new 3% 
goods and services tax, introduced on 
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Upwardly N Mobile 


April 1, was seen in dampened consumer 
spending. Retail sales fell by 10% in the 
second quarter after growing 9% in the 
first. But analysts expect а rebound here, 
too, as arrivals of foreign visitors TT 
to grow at an annual rate of nearly 5 

Productivity growth failed to a Dus 
with the economy's expansion, falling to 

4% for the quarter from 7% in the first three 
о Employment growth, though, was 
impressive: a net 26,000 new jobs were cre- 
ated in the second quarter. 

Inflation is historically high, reflecting 
the spike caused by the new goods tax. 
However, моко Smith New Court expects 
no more than 5% inflation this year, com- 


pared with 2.4% rn year. The government 
is keen to see the Singapore dollar appreci- 


Surging Ahead _ 





ate against the U.S. dollar to protect against 
imported inflation. In August, the local unit 
traded at around 5$1.5 to the dollar, up 
roughly 6% on the year so far. 

The nation’s trade picture is also in 
good shape. A rare, albeit modest, trade 
surplus of 55112 million (US$75 million) in 
June is one more reason why analysts can 
raise their СОР estimates. Singapore's Trade 
Development Board credited the surplus 
to rising electronics exports. In July, the 
balance returned to deficit, with exports of 
5$12.5 billion and imports of 5$13.6 billion. 
Non-oil exports grew at a more moderate 
14% year-on-year in July after growing al 
26% and 38% in May and June respec- 
tively. 

Meanwhile, foreign direct investment, 
mostly in electronics, totalled US$2.6 bil- 
lion in the first half, well on the way to at 
least matching last year's record of US$3.9 
billion. ш Ed Paisley 
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In this world, some are more equal than others. Not unlike 


the world of banking. 
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In a highly volatile financial environment, where change is the order of the day, Union Bancaire Privée 
offers its clients a unique approach to international asset management. 

Blending Swiss tradition and innovation, Union Bancaire Privée allies prudence and imagination 
in meeting its commitment to protect and enhance your assets. 


By becoming a client of Union Bancaire Privée, you too will discover the privileges of a very private bank. 


UNION BANCAIRE PRIVÉE 


GENEVE 


TRES PRIVÉE 


AE 
Head Office: 96-98, rue du Rhéne e 1204 GENEVI 


GENEVE e ZURICH e LUGANO ə LONDON • NASSAU e NEW YORK e TOKYO • HONG KONG e ISTANBUL • AMERICA LATINA 








Fortunately, there's no such thing as : 


BANGLADESH Iram Motor Co Ltd, 77 Kakrall, Ramna, Dhaka 1000 Tel: (2) 402 464 + BRUNEI Jati Transport Sdn Bhd, Lots 14, 15 & 16 Beribi Industrial Estate Phase 2, Gadong, Bandar Se 


Tel: (2) 441 763 + CAMBODIA Hung Hiep (Cambodia) Co Ltd, Rue 51, No 159, Phnom Penh Tel: (23) 23 527 * HONG KONG Zung Fu Co Ltd, Bonaventure House, 
PT German Motor Manufacturing Wanaherang, Gunung Putri - Bogor 16964, 


Tokyo 105 Tel: (3) 3578 3270 * KOREA Han Sung Motor Co Ltd, 


ri Begawan, Brunei Darussalam 


91 Leighton Road Tel: 895 7338 * INDONESL 
PO Вох 3769, Jakarta 10002 Tel; (021) 840 3820 * JAPAN Mercedes-Benz Japan Co Ltd, SVAX TT Bldg, 3-11-15 Toranomon, Minato-k 


Han Sung Bldg, 112-1 Banpo-dong, Seocho-Ku, Seoul 137-044 Tel: (2) 532 3421 * MALAYSIA Cycle & Carriage Bintang Bhd, Lot 11, Jalan 21 
Mercedes-Benz. Member of the Daimler-Benz Group. 





> There is a canary yellow 
Mercedes-Benz waiting for you. 

Or, if it suits you better, an 
almandine red one. 

You see, we never classify our 
drivers into types. (They would be 
horribly insulted if we did.) 

> Thats why we've thousands 
of interior and exterior accessory and 
equipment options available for all our 
production cars. 

The C-Class saloon itself has 
four very distinctive models. Not to 
mention, 476 optional extras. 

> And if you like, you can have 
a personal Mercedes-Benz that looks 
and performs like no other. 

AMG, our motor sport and 
accessories partner, can practically 
build a car from scratch, by simply 
using yet another hoard of options. 

» We understand full well that 
driving a car that's not suitable for you 
is rather like walking about with а 
millstone tied to your neck. 

With Mercedes-Benz, you can 


be sure that you will always have à 





car that says ‘you’, and nobody else. 
Because in the first place, 
there's no such thing as a typical 


Mercedes-Benz driver. 





ypical Mercedes-Benz. „та 





»deral Highway, 46100 Petaling Jaya Tel: (3) 757 2422 * NEPAL Deepak Gautam & Co, Hotel Sherpa Bldg, Durbar Marg, Kathmandu Tel: (1) 227 000 * PAKISTAN Shahnawaz Ltd, 19 West Wharf, Karachi 
vel: (21) 200 146-50 * PHILIPPINES Commercial Motors Corporation, Mercedes Ave, Bo San Miguel Pasig, Metro Manila 1299 Tel: (2) 641 2282/92 * SINGAPORE Cycle & Carriage Industries (1 986) Pte Ltd, 209 
wandan Gardens, Singapore 2260 Tel: 569 9000 * SRI LANKA Diesel & Motor Engineering Co Ltd. 65 Jetawana Rd, Dimo House, Colombo 14 Tel: (1) 447 704 * TAIWAN Capital Motors Inc, 53 Nankang Rd, Sec 3, Taipei 

а}. (2) 782 6123 * THAILAND Thonburi Phanich Co Ltd, Bldg No 3. 70 Rachadamnoen Ave, Bangkok 10200 Tel: (2) 226 0021 • VIETNAM Autostar Ltd, 6B Ton Duc Thang St, District 1, Ho Chi Minh City Tel: (8) 223 57B 


BATEY ADS 


£6 This joint venture demonstrates 
our commitment to provide our 
locators a world-class 


©“ This is an excellent oppor- 
tunity for us to share our 


66 This will be a telecommu- 
nications showcase for 
the country and for 


telecom environment 
in which to do 


in providing the 
business. ?? 


u. people for 
- Richard J. Gordon 
SBMA Chairman 


INTRODUCING A PACE 


expertise and more than a 
century of experience ; 


the benefit of the 
whole country. 7? 


the region. 93 


ath, > دا‎ 


- Antonio O. Cojuangco 
President, PLDT 


world's latest and 
best technologies 
with the Filipino 


d ^ Аһ 


- Walter Sousa 
Chairman & CEO 
AT&T Asia/ Pacific 


SETTING SYNERGY 


FROM SBMA, AT&T AND PLDT. 


SUBICTELECOMS 


IN THE COUNTRY AN 


A glimpse of the future 


Imagine a telephone order from New York for a pair 
of jeans to a company in California, simultaneously 
received and attended to in Subic, all in real time. 
Imagine too, parcels from all over ASEAN processed 
and routed long-distance to their worldwide destina- 
tions, also via Subic. 


Or picture a ton of credit card receipts, electronically 
compiled from all over the world through Subic, 
bundled and sent back on the same day to some 120 
countries where cardholders come from. More simply, 
think of 1,000,000 conversations — on voice, data or 
fax—completed at any given moment right up in 
Subic. 


Then and then only, will you have a fair idea of what 
Subic Telecoms is all about. 


In fact, all of the above scenarios will soon be a reality 
in 4 months or less, courtesy of Subic Telecoms. 


ans SUBIC BAY 


me MITROPOLITAN дути 


AT&T 
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Unbeatable in its pedigree 


An offspring of 3 forward-looking entities, SBMA, 
AT&T and PLDT, Subic Telecoms combines all their 
strengths which you will be hard put to find elsewhere 
in Southeast Asia. 


With SBMA's incentive package to multinationals to 
base their operations in Subic, coupled with PLDT's 
experience as the country's biggest telecoms backbone 
and gateway, and matched by AT&T's expertise in the 
most advanced and comprehensive telecoms systems 
and hardware—all of these unite formidably to take 
your business to the scale and height you desire. 


Subic Telecoms. 


We're here. We're new. We're ready to take your 
business to the year 2000. 


And beyond. 


+, 


PLDT 


KEEPING YOU IN TOUCH 














T India's s Supreme. Court 
must wish they could live by 
ad of the late American Pre- 
y Truman: "The buck stops 
Every knotty problem, it seems, 
ends up in their laps. Yet even when the 
judges have laboured over a verdict, some- 
“опе else has the final say. 

^" For the past year, Chief Justice M. N. 
-Menkatachalaiah and his colleagues have 
been trying to sort out India's tangled web 
of cellular-telephone operators' licences. 
On July 26, the court handed down its rul- 
ing. It will not be the end of the matter — a 
decision will now be required from the 
government — but the end may be in sight. 

Thanks to the court's judgment, indus- 
try executives expect that by the end of the 
month the way will be clear for eight 
cellular-telephone operators to start build- 
ing new systems. These are expected to 
cost more than US$400 million by the time 
work is completed. 

Max India Vice-President Ashwani 
Windlass says his company, a joint ven- 
ture with Hong Kong's Hutchison group, 
alone will spend about US$100 million in 
Bombay over three vears. It hopes to pick 
up 100,000 subscribers in the city. The first 
call will be inaugurated in eight or nine 
months, he adds, possibly by Hutchison 
group head Li Ka-shing. 

But there is a good deal of ground to 
cross before that call is made. Although it 
clears the wav for a settlement, the court's 
500-page jud gment may bring yet another 
reshuffle of the cellular- -telephone licences 
awarded by the government in October 
1992. Then, two licences were handed out 
for each of India's four biggest cities: Bom- 
bay, New Delhi, Calcutta and Madras. 
India's Telecom Commission now will 
review the court's opinions and send a 
revised list of recommended licensees to 
Communications Minister Sukh Ram. 

While the Supreme Court ruling re- 
jected the claims of most of the companies 
that appealed against the earlier provi- 
sional licences, it brought back one con- 
tender — a joint venture between Tata Cel- 
lular and Bell Canada. 

.. Tata-Bell Canada originally won a 
licence for New Delhi. But following a 
менег of appeals in the Delhi High Court, 
Tata was dropped in August 1993. The 
. апу questioned the evaluation pro- 
ess and appealed to the Supreme Court. 
-Now the court has directed the Telecom 
Commission to reconsider the disqualifica- 
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tion, ruling Tata's bid wasn't properly 
evaluated in the first place. The court judg- 
ment also challenged the successful bid of 
Indian-owned Bharti Telecom and France's 
SFR. It found that one of the foreign part- 
ners cited by Bharti in its original bid, a 
British company called Talkland, was not a 
cellular operator but a company that pro- 
vided marketing services to operators. 

What's more, SFR did not hold the nec- 
essary Groupe Systeme Mobile (GSM) li- 
cence until several months after tenders 
closed. (Prospective licensees for the two 
busiest cities, Bombay and New Delhi, 
must have experience running at least 
100,000 cellular connections, or 80,000 con- 
nections of the GSM digital-cellular technol- 
ogy chosen by India.) 

It remains to be seen whether Bharti-SFR 


-Bring on Cellular 


Thailand а 


Philippines 
á pp 


e LÀ 
: Indonesia 
у $e Vietnam 


will be knocked out of the race. The Indian 
partner is run bv the sons of a former Con- 
gress Party MP, Satpal Mittal, and the 
Mittals are known for their close connec- 
tions in the ruling party. If the company is 
moved from New Delhi, says a telecoms- 
industry executive, "a new round of musi- 
cal chairs will inevitably take place." 

Musical chairs indeed. In October 1992, 
eight provisional licences went to joint ven- 
tures involving БЕК and France Telecom in 
Bombay, Bell Canada and Telstra (Aus- 
tralia) in New Delhi, Telekom Malaysia 
and Vodafone (Britain) in Calcutta, and 
Cellular Communications International 
and BellSouth (both of the United States) 
in Madras. 

Four months later, the Delhi High Court 
overturned the earlier disqualification of 


FAR EASTERN ECONOMIC REVIEW 








Max India and Hone Kong | pa 
Hutchison Telecom. It also ruled that. 
dia’s Sterling Cellular and American p 
ner Cellular Communications Inter 
tional, should have been placed in N 
Delhi, not Madras. Consequently, in. / 
gust 1993, Sterling Cellular moved to Ne 
Delhi, Indian Telecom (the B. K. Mox 
group with Telstra) shifted from Ne 
Delhi to Calcutta, Calcutta-based. КР 
Group with Vodafone was shunted fror 
Calcutta to Madras, and Hutchison 
edged Bharti Telcom out of Воті 
New Delhi. Я 

Then the Supreme Court. hea: 
started. While Tata is not giving u 
hopes of keeping its slot in New Delhi, 
dustry analysts say it is likely to be place 
in Calcutta. Meanwhile, Modi-Telstra prol 
ably will be shifted to Madras (not ипһа 
pily, as Telstra is already setting up a t 
phone-network management system ther 
for southern India) and RPG-Vodafone will 

be dropped. A 

Along with the licences, cellular opera- 
tors expect to get terms and conditions on. 
call charges, deposits and radio-frequency 
allocations from the Telecoms Commission. |. 
The cellular networks will spearhead 









































| the sweep of wireless technology across — 


India. In May, the government decided to. 


; abandon its longstanding monopoly o - 


basic voice services and allow private ven. 
tures to compete alongside the Department. 
of Telecommunications and state-owned 
Mahanagar Telephone Nigam Ltd. ^ uu 
While operating guidelines have yet tO 
be worked out, foreign equity remains the 
thorniest issue among some politicians 
who cling to the idea of state control of 
"core sectors" of the economy. But some 
foreign companies say they are more con- | 
cerned about getting management сопітоі 
than majority ownership. o 
Foreign operators say setting up an oo 
independent regulatory body, and fixing 
tariffs and interconnect rights between net- ^ 
works should be a priority. Hope for quick: ` 
change, however, received a setback. On ` 
September 5, the reform-minded chairman 
of the Telecom Commission, Nagarajan 
Vittal, resigned — apparently because of 
differences with Communications MER 
Ram. . 
Meanwhile, the government has- т 
ceived about 60 proposals for regional tel 
phone systems from operators worldwide. 
These plans could add up to à total invest- 
ment of US$30 billion if all the operators 
were allowed to compete. Most plan to use: 
wireless systems for quick connections b 
fore laying fibre-optic telephone lines. The: 
would give India a lane in the glob 
"infobahn," the futuristic superhighwa 
that will some day carry voice, data, and 
video services, according to its boosters. Bt 
given the long wait for wireless tech 
it is likely to be many years before: 
builds its own information expresswa: 
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ChildProdigy 


Guangdong Investment can't help but grow 


By Louise do Rosario in Hong Kong 


E very day, tour buses drop off scores 


of tourists from China at the Guang- 

dong Hotel in Hong Kong, many of 
them wearing the dazed, tentative look that 
gives away first-time vistors. One thing, 
however, sets these gawkers apart from 
thousands of others in one of the world's 
most-visited cities: their money fuels the 
growth of one of the hottest conglomerates 
on the colony's stock exchange. 

Most of the tourists are from Guang- 
dong province, next door to Hong Kong. 
The tour operator that carries them across 
the border is Guang- 
dong Tours. It tucks 
them into basic rooms 
at places like the 
Guangdong Hotel, the 
New Cathay Hotel and 
the South China Hotel. 
From buses to bed- 
room, the tourists are 
enclosed in a tidy pack- 
age owned by Guang- 
dong Investment, the 


listed arm of the 
Guangdong provincial 
government. 


Guangdong Invest- 
ment is a classic exam- 
ple of how a China 
company with a power- 
ful government backer 
can eventually earn a 
place — and keep it — 
among the ranks of 
stockmarket blue chips. 
With China's fastest- 
growing province be- 
hind it, Guangdong Investment has seen 
nothing but growth since it acquired a 
small listed shell on the Hong Kong stock 
exchange in 1987. After all, the province's 
surging economy has made it Asia's fifth 
“tiger” after Hong Kong, Taiwan, Singa- 
pore and South Korea. 

Now it is trying to create its own tiger 
in the colony. A recent growth spurt has 
transformed Guangdong Investment from 
a small-time tour operator to a group with 
assets of HK$5.5 billion (US$714 million) 
in tourism, real estate, infrastructure, retail 
and manufacturing. The firm, after just 
seven years of trading, is the second-larg- 
est mainland company listed in Hong 
Kong after Citic Pacific and ranks 49th 
overall in terms of market capitalisation. It 
is one of several companies vying to be- 
come constituent stocks of the Hang Seng 
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Index after Jardine Matheson and Jardine 
Strategic Holdings — both part of the in- 
dex — delist from the Hong Kong ex- 
change at year-end. 

"It is among the most diversified of the 
red chips,” notes Credit Lyonnais Securi- 
ties analyst Johnson Cheung, referring to 
mainland companies listed in Hong Kong. 
The group has six hotels in Hong Kong 
and a near-monopoly in bringing Guang- 
dong tour groups to the colony. It also 
owns, among other things, two huge com- 
mercial and residential-property projects in 
Guangdong, and stakes in a brewery, a 
washing-machine factory, a malting opera- 
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Guangdong Tours (/eft) and Irving Court: how to succeed with a government backer. 


tion, highways and bridges in the prov- 
ince. 

Much of the diversification has come in 
the last two years. The province has in- 
jected new assets into its public vehicle, 
doubling its earnings to HK$330 million on 
sales of HK$2.8 billion last year. The ar- 
rangement has worked well so far, with 
investors snapping up HK$4.2 billion of its 
shares, bonds and warrants since 1991. 

Analysts forecast the firm's solid core 
businesses will generate a net profit of 
HK$500 million in 1994, but some express 
concern that Guangdong may be pushing 
the company to expand too quickly. In- 
deed, Guangdong Investment's priority is 
growth — and more growth. Its shopping 
list this year includes a stake in a power 
plant, a cement factory, a steel plant and a 
leather maker. It also intends to double the 
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output of its brewery in Shenzhen and a 
washing-machine factory in Zhongshan. 
(Both are located near the Hong Kong bor- 
der.) 

To fund these plans, the company needs 
to raise HK$2 billion this year. This could 
be done in the form of a syndicated loan or 
a private placement of shares — but not 
bonds, because the costs involved would 
be too high, says Guangdong Investment 
Director Hou Deyou. 

The scheme would raise the company's 
debt-equity ratio to 50-609; from 40-50%, 
notes Jeannie Cheung, an analyst at 
Yamaichi International (Hong Kong). Inter- 
est expenses have nearly tripled to HK$84 
million in two years. Worse, the firm will 
have a negative cash flow in the next few 
years, she says. 

That's not so bad, however, so long as 
the market continues to believe that 
Guangdong Investment can deliver the 
double-digit earnings growth it has prom- 
ised. But if its profit 
growth starts to weak- 
en — a strong possibi- 
lity in the face of Bei- 
jing’s recent renewed 
attempts to cool China's 
economy — investors 
will have less appetite 
for the firm's paper and 
it won't be able to sus- 
tain its breakneck rate 
of expansion. 

So far, the pace has 
been set by the Guang- 
dong provincial gov- 
ernment. Each year, it 
selects a few quality 
ventures from the hun- 
dreds of enterprises it 
owns through Guang- 
dong Enterprises Hold- 
ings. The holding com- 
pany is the major share- 
holder in Guangdong 
Investment and the 
province's business rep- 
resentative in Hong Kong. (For its part, 
Guangdong Enterprises has stakes in more 
than 140 joint ventures and its assets are 
said to top HK$16 billion.) The choice firms 
are then transferred to Guangdong Invest- 
ment, either through outright purchases or 
share-for-asset swaps with Guangdong 
Enterprises. 

“The province acts like an incubator: 
when certain ventures mature, it sells them 
to Guangdong Investment," notes Chong 
Leong, an analyst at W. I. Carr. In return, 
Guangdong obtains access to capital — the 
most valuable commodity in credit- 
squeezed China — and an effective way to 
bypass central control over provincial as- 
sets. Because Guangdong Investment is 
technically a foreign operation, Beijing can- 
not lay its hands easily on its assets to com- 
ply with the larger interests of the state. 
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Guangdong also helps its public arm by 
allowing it to acquire land in the province 
at below-market rates and to pay lower 
taxes. Such transfers of land and businesses 
occur smoothly because the leadership of 
the three entities — the provincial govern- 
ment, Guangdong Enterprises and Guang- 
dong Investment — overlaps. He Keqin, 
chairman of Guangdong Investment since 
its formation, is also chairman of Guang- 
dong Enterprises and is a member of the 
provincial government. 

As with other China firms, the close re- 
lationship between the parent and its listed 
company has raised concerns about possi- 
ble conflicts of interest and the potential 
for insider trading. But for now, most ma- 
jor brokers see Guangdong Investment as 
a vehicle through which to take part in the 
province's explosive growth. Many have 
recommended it as a long-term buy, even 
at a time when other “red chips" (China- 
backed companies listed. in Hong Kong) 
have lost favour among investors. 

Although its share price has dropped 
about 15% from a peak of HK$6.15 in De- 
cember, Guangdong Investment continues 
to trade at an impressive price-earnings 
multiple of more than 20. (Other recently 
listed mainland shares are trading at a 
much lower multiple of 9 or 10.) Its rela- 
tive strength helps explain why the com- 
pany is pressing ahead with its enormous 
HKS2 billion fund-raising exercise when 
the market is showing signs of fatigue for 
China-concept shares. 

Guangdong Investment intends to use 
the money to acquire such infrastructure 
projects as power plants and toll roads, 
which the company says will guarantee 
fixed annual returns of 17-40%. Director 
Hou hopes these projects eventually will 
account for 20% of the group's profits, up 
from the current 2%. 

The first venture placed with Guang- 
dong Investment was the highly lucrative 
business of arranging tours for Guangdong 
residents to Hong Kong. It has since ex- 
panded to include hotels such as the Irving 
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Court and the Wharney in Hong Kong, 


tourist-related retailing and bus transport. | 
As one of the two authorised agents for | 


such tours, Guangdong Investment 
charges HK$2,600 for a week-long stay for 
each of the estimated 100,000 mainlanders 
it transports each year. The integrated serv- 
ices now account for 28% of the firm’s op- 
erating profit. 

But Guangdong Investment's biggest 
money spinner is property, which contrib- 
uted 45% of its operating profit last year. 


Although most of the property it owns is | 
in China, one of the most profitable real- | 


estate assets it acquired from Guangdong 


Enterprises was the Cameron Commercial | 


Centre in Hong Kong. Last year, Guang- 
dong Investment sold the building for a 
profit of HK$108 million, or nearly one 
third of the firm's net profit. 

Unlike other mainland companies op- 
erating in the colony, Guangdong Invest- 
ment has no ambition to be a major Hong 
Kong property player, Hou says. "Invest- 
ing in Hong Kong property requires a lot 
of money," he explains. ^We'll make an 


investment if a good opportunity arises | 


and if it can help us to boost our image." 
The company has all the land it can cope 
with in Guangdong province, where it has 


amassed a land bank of 362 hectares, con- | 


centrated in the counties close to the pro- 
vincial capital of Guangzhou. Its two larg- 
est projects are Riverside Garden, a residen- 


tial complex, and a massive commercial and | 
residential property in Tianhe, an aban- | 


doned military airport near Guangzhou. 
Guangdong Investment has reported 


good sales for the Riverside project, espe- _ 


cially from Hong Kong investors. But, 





given the oversupply of real estate in the | 


Pearl River Delta, some analysts doubt the 
company’s claim. Moreover, a subway link 
between the Tianhe project and the city 
centre will not be finished until 1997 — 
two years after development of the prop- 
erty is expected to be completed. Hou 
doesn’t seemed concerned, in part because 


the company hopes eventually to reduce | 


the current high share of property in total - 


earnings to 20%. 

The drive to diversify on the ground 
has so far come with little change at the 
top. Industry watchers say Guangdong In- 
vestment will need more managerial savvy 
than that provided by most mainland cad- 
res as it moves from tour operations and 
property trading into more sophisticated 
manufacturing and infrastructure projects. 

"Hong Kong hongs such as Swire Pa- 


cific and Jardine Matheson Holdings have | 


their own professional managers to over- 
see each of their many sections," says Ho 
Cheuk-yuet, head of China research at 
Credit Lyonnais. Guangdong Investment 
needs to do the same, Ho says, and change 
from being a passive investor, in many in- 


stances, if it wishes to become the world- | 


class group that it aspires to be. s 


FAR EASTERN ECONOMIC REVIEW 


| 


Your every business visit 
demands a setting О}... 


eich an experience of eer 


a hundred years. 


On your ever expanding business 
horizons, this is the setting that 
awaits you at Manila's most 


elegant hotel. 


There are perhaps a dozen incredible 
places you must see in the Orient. 
One of them is a hotel. 


One Rizal Park, P.O. Box 1224 MCPO, 

0913 Manila, Philippines Tel. (632) 247-0011 
TELEX: 40537 MHOTEL PM FAX: (632) 530-0325 
Or contact: Summit International Hotels, 
Delton Global, Saehong Air Travel Co., 
World Travel Consultants, KLM/Golden Tulip 
International B.V., Utell International 


> а د‎ > Se 4 979,4 =F 


w^". е 999. 4 в, 4 799. 979.009. ате а 0798.0 9 CEL TT 979.6 $098 Oe 


"9.6 


>.< 


“te 279, а 


~~ € 97. 4 э» “ча, 49 ee 9.6 979,4 ون د‎ $799... 4 9, ду وبا‎ V 98 579, дач д nm 


4 ۶ WE Ros 9 RN E & # M i. 





















Indonesia offers help to 
Third World Бооз 


ву John McBeth i n Jakarta | ENS 


| t was billed ‹ as a “sharing: of experi- 
@ ences." Delegates from more than half 


of the world's poorest nations sat down 


С . to discuss a problem that probably occu- 
pies them more than any other: paying 


their debts. 
The meeting, held in Jakarta in August, 


~ was the biggest such gathering of develop- 


ing countries to tackle the issue. And host 


nation Indonesia had some supportive ges- 
“tures to make. As chairman of the Non- 


с Aligned Movement (NAM), President Su- 
- harto is spearheading a drive to ease the 


- | . debt burden on developing nations as part 
Of a wider effort at South-South coopera- 


— tion. But his government is also prepared 


to offer practical help. 


“We're prepared to send our officials to 
these countries to help them in their debt 
management and in any debt negotiations 
they want to undertake,” 
Sutresna, the Indonesian Foreign Minis- 
try's senior point man on NAM affairs. 

Suharto also wants to set up a formal 
mechanism to allow developing countries 
to have a regular exchange of views on the 
debt issue. "The Jakarta meeting was kind 
of a launching pad," Sutresna explains. "1 
think it will go forward . . . President Su- 
harto is really committed." 

Indonesia, which has won recognition 
worldwide for its management of its own 
external debt, wants to set an example. In 
1970, the country escaped a balance-of-pay- 
= ments crisis by securing an agreement with 

its creditors. The deal involved a one-off, 


e long-term debt settlement, coupled with 


major market-based reforms that led to a 
fresh influx of money. By 1972, the 
. economy had recovered its growth mo- 

mentum and Indonesia has never had to 
consider rescheduling despite a steadily 
growing external debt that now totals 
US$93 billion. 

Asia is in fact one region that seems to 
be doing quite well in debt management. 
According to World Bank figures, the 
world's 33 severely indebted low-income 
countries owed a total of US$179 billion at 
the end of 1992. But only three — Burma, 
Bhutan and Laos — were Asian countries. 
A NAM ad hoc advisory group of debt 
experts, headed by Sri Lankan economist 
:Gamani Corea, has concluded that what is 


says Nana. 


| à t ta stock | 
debt — ‘not farther: re-scheduling. In a re- 
port released at the conference, Corea pro- | 
posed that the debts of 55-60 countries 
should be cut by roughly 7095, correspond- | 
ing to the value of the countries debt in- 
struments in secondary financial markets. 
Apart from private and bilateral debt, 


Corea also recommended paring multi- | : 
_ Japanese firms eye 
gued, by using reserves and converting | 


debts into equity to avoid jeopardising the | e — once more 


lateral debt. This could be done, Corea ar- 


credit standing of the lending institutions. 








прагон 


You 
Again 


According to the World Bank, 61% of the | 
1755179 billion owed by severely indebted - 


nations is in the form of bilateral loans, 24% 


is multilateral assistance and 15% is owed | 


to private lenders. 

Most bankers say the critical issue for 
heavily indebted nations is not only secur- 
ing debt relief, but also finding new 


economies. “Beating the multilaterals over 


ing source. “If you write off debt, you af- 


moving operations offshore to escape 


| Ts t's sno o secret that Japanese companies a are 


the high cost of producing at home. So 


| far they have relocated largely to East and 
| Southeast Asia, but wages there are rising 
|. too. Now, the Japanese are looking else- 
sources of funding and coming up with | 
the sort of reforms needed to energise their | 


where. 
One of their choices for study is Bangla- 


| desh. The country's association with pov- 
the head isn't going “to do it" says a bank- | 


erty, flood and famine is hardly the image 


: to attract investors. But for corporate Ja- 


|, pan, Bangladesh means cheap labour — a 


E. must given the surging yen and growing 


Debt as share of GDP 
fright scale) 


, competition from elsewhere in Asia. 


The Japanese have eyed Bangladesh 


| before. In 1974, Tokyo sent a high-level 
| trade mission there, hoping to relocate 
i; some of its labour-intensive export indus- 
| tries. Bangladesh’s socialist-leaning plan- 
|. ning commission, however, rejected the in- 
« | vestment guarantees that Japan wanted. 
| | Since then, Bangladesh, like the rest of 

. South Asia, has received precious little 


— . Japanese investment. 


Total External Debt 
(Tett scale) 





But the Japanese, it appears, are on their 


| way back. In June, the Keidanren, Japan's 
| most prominent big-business group, sent a 
| mission to Bangladesh to see how its mem- 
| bers could cooperate in developing an in- 
| dustrial park in Chittagong. The group was 


~~. led by Keidanren Vice-Chairman Kazuo 
| Haruna (also chairman of Marubeni, one 


fect credit for everyone." 


| of Japan's 


Dennis de Tray, the World Bank's Ja- | cluded that Bangladesh’s economic poten- 


karta director, told the conference he didn't | 


believe in fixed-target reductions across- 


the-board. In his view, it was more impor- | 
tant for a dialogue between debtors and | 
creditors so that case-by-case solutions | 


could be found. 
How far NAM can go remains to be seen. 


Since the conference ended, Indonesia's | 
presidential economic advisers Emil Salim | 


and Mohammad Sadli have met the World 
Bank, the IMF, the United Nations Deve- 


lopment Programme and the U.S. Treas- - 


ury and State Departments to keep up the 
momentum. They also plan to raise the is- 
sue at this month’s UN General Assembly 
session. 


down to a case-by-case basis. . 


top trading companies). It con- 


tial is “basically comparable to Thailand, 
India and other East Asian countries,” and 
that it has “a comparative advantage over 
India and Vietnam in terms of economy.” 
Now Dhaka may be on the verge of a 
long-sought investment-protection agree- 
ment with Japan that should help give 
Japanese businesses more confidence in 
Bangladesh's promises. To expand their 
presence in Bangladesh, the Japanese will 
need to help develop everything from tele- 
communications and schools to maritime 


_ and airport facilities. Chittagong already 
| has some of these, which is one reason the 
: Keidanren has identified the city as a po- 
| tential investment site. 

“It’s good politics,” says an international | 
banker. “But it's always going to come | 


. because it's | 


the only way it can be done." - 8 


Another is location. Chittagong is Bang- 
ladesh’s chief Indian Ocean port. It has a 
superb natural harbour whose moorings 
and other structures the Japanese could 
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help improve. And nearby is Kutubdia Is- 
land, on which Bangladeshi officials are 
eager to develop another harbour. The city 
also has an ageing airport, which Japan's 
Oversees Economic Cooperation Fund has 
expressed interest in improving. 

The Japanese envision an industrial 
park on the east bank of the nearby 
Karnafuli River, where investors from any 
country would be welcome to set up shop. 
Sources close to Haruna say he would like 
a group of Japanese companies, including 
Marubeni, to manage the park, which 
would take five to 10 years to complete. 
(Marubeni helps run similar parks in Thai- 
land and in the Philippines.) Morshed 
Khan, a well-known businessman and spe- 
cial envoy for Prime Minister Khaleda Zia, 
says the Japanese are likely initially to go 
for consumer-goods industries such as tex- 
tiles, electronics and auto parts. 

Whether anything comes of all this re- 
mains to be seen, but the possibilities seem 
greater now than in 1974. Political hostility 
in Bangladesh to foreign investment has 
largely dissipated, and economic figures 
suggest the country has the makings of an 
ideal export platform. Real СОР growth 
since 1986 has averaged about 4% annu- 
ally, and industrial-output growth (since 
1987) about 11%. Inflation is about 2.5%, 
less than a third of 1991 levels. 

Exports have grown strongly in recent 
years, and manufactured exports, mainly 
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garments, are overtaking traditional com- 


modities such as jute, leather and tea. In | 


1993, overall exports surged 19.5% to 
US$2.4 billion. A steadily weakening taka 
should help exports. 

All that has Bangladeshi officials hope- 
ful. And Japanese firms too. A growing 


number are making inquiries with the | 


Board of Investment, and Japan plans two 


more trade missions by early next year. W 
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Forbidden Fruit 


Religious rules crimp Malaysia's first Islamic broker 


By S. Jayasankaran in Kuala Lumpur 
T he viewing gallery at BIMB Securi- 








ties in Kuala Lumpur's newly com- 

pleted Arab-Malaysian Develop- 
ment building is plush, clean and very 
quiet. Sixteen monitors blink stock prices 
to an audience of four sitting in a gallery 
designed to hold at least 100 people. 

Isn't this unusually calm for the offices 
of a stockbroker? "Well, we've only just 
started," offers Datuk Abdul Halim Ismail, 
BIMB Securities' executive chairman. "Give 
us time." 

It will take some time for Malaysia's 
first and only Islamic brokerage to reap the 
level of profits generally enjoyed by most 
of the country's 57 other brokerages. Be- 
cause it cannot deal in stocks linked to ac- 
tivities considered haram, or forbidden, in 
Islam, BIMB Securities can trade only in a 
little more than half the 436 listings on the 
Kuala Lumpur Stock Exchange (KLSE). 

Off limits are gaming and brewery 
stocks. Also forbidden are bank, finance 
and insurance stocks because the busi- 
nesses derive profits from riba (interest), 
| which the religion frowns upon. Similarly, 
all hotels are out because they serve liquor 
on their premises. And BIMB Securities 
cannot deal in stocks that have even mar- 
ginal interests in businesses that are not 
halal, or accepted. One example is Sime 
Darby, which has subsidiaries involved in 
liquor distribution. "We have a few obsta- 


| cles,” acknowledges Halim with admirable 
| understatement. 


BIMB Securities is the latest stage in a 


| process initiated by the Malaysian Govern- 


ment to create a dual banking and finan- 
cial system — one conventional, the other 
Islamic. The move was prompted by the 
government's concern that Muslims might 
opt out of economic activity on religious 
grounds. The dual system also made sense 
politically. For years, Islamic oppositionists 


| had accused the ruling (but Muslim-domi- 
| nated) National Front coalition of paying 


nothing more than lip service to Islamic 
tenets in business. 

In 1983, the government launched Bank 
Islam Malaysia Bhd., or BIMB, the security 
firm's parent. The bank was listed in 1992 
and has since given birth to an Islamic in- 
surance scheme, portfolio management 
along Islamic lines, a unit trust and, now, 
Islamic stockbroking. 

BIMB Securities, capitalised at M$20 
million (US$7.7 million), intends to widen 
the Islamic alternative to the capital mar- 
kets. But without access to some of the big- 
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gest earners on the KLSE — gaming stocks, 
for instance — can it make a profit? 

Apparently, yes, given that the stocks it 
can deal in include such heavyweights as 
Telekom Malaysia and power utility 
Tenaga Nasional. Says Ponnampalam 
Gunasegaram, the research manager of 
Standard Chartered Securities: "I think 
they can cater to a niche market and still 
make money." 

Moreover, BIMB Securities will have а 
couple of "captive" markets — BIMB’s port- 
folio-management business (M$100 million 
under management) and its unit trust 
scheme (M$150 million) will be transferred 
to the broker. BIMB Securities can also 
count on institutional business from giant 
state agencies such as the Pilgrims Fund 
Management Board, which has a stake in 
BIMB; national oil corporation Petronas; and 
the Employees Provident Fund, the largest 
pension fund in the country. Other likely 
clients are Muslim fund managers from 
Middle Eastern banks. 

Halim also has an eye on the general 
public. So far, 100 people have signed on 
as clients. But can he attract more? 
Magesvaran Marimuthu, a broker with 
Capital Corp. Securities is sceptical: “Sev- 
enty percent of my clients are Malays and 
they generally aren’t particular about the 
sector a stock might be in. They just look at 
the fundamentals.” 

It doesn’t faze Halim. “We want to pro- 
vide an alternative, so profits shouldn’t be 
so high, anyway,” he shrugs. “But I expect 
this company to be viable.” в 
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Yokohama construction crew: the good old dni are over. 


No Going Back 


Recovery eludes Japan's construction sector 





By Henny Sender in Tokyo 

he view from the high- rise headquar- 

| ters of Taisei Corp., Japan's most ex- 

tensive construction empire, is of a 

Tokyo skyline dotted with building cranes. 
The capital, it would appear, is booming. 

But appearances can be misleading. 
When these buildings are completed, the 
cranes now surrounding them probably 
will be moved to storage rather than to 
new construction sites. With Tokyo facing 
a severe oversupply of office space, orders 
for commercial buildings have plummeted 
to close to zero. Vacancy rates have risen 
to 10-20% in some areas of Tokyo, up from 
1% five years ago. 

Even worse, the construction industry 
— at the heart of what outsiders and many 
Japanese regard as an unholy alliance be- 
tween politicians, bureaucrats and busi- 
nessmen — can no longer count on the 
Japanese Government for huge contracts. 
For one thing, the government won't al- 
ways be able to afford to build the kinds of 
mega-projects it was commissioning just a 
few years ago. For another, a sweeping cor- 
ruption scandal that surfaced two years 
ago has exposed the cash-for-contracts sys- 
tem that for years guaranteed lucrative re- 
turns for builders. 

The ensuing arrest of many senior in- 
dustry executives has generated a national 
debate about how the sector should be re- 
structured to become a more transparent, 
competitive, efficient and fair system. The 
outcome is important not only for the in- 
dustry, but for Japan itself. If the sector can 
transform itself, then Japan too will be on 
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the road to an economic structure influ- 
enced more by market forces than political 
influence. 

"The construction industry is a symbol 
of the government's ability to arrange the 
market; it is at the heart of the connec- 
tions," says Tokunosuke Hasegawa, execu- 
tive director of the Research Institute of 
Construction and the Economy, a private 
think tank. "It is a symbol of the way the 
Japanese economy has been managed for 
the benefit of suppliers, not consumers." 

The industry accounts for 18% of GNP 
and employs 10% of Japan's workforce. 
Right now, though, it is in the midst of a 
meltdown. Taisei's orders have dropped 
30% from 1993. Net profit is expected to 
fall this year and next and bottom out only 
in 1996. By then, income will be a paltry 
one third of what it was in 1992, the peak 
year for the industry. Rival Kajima esti- 
mates its 1996 earnings will fall to one 
fourth of those in its best year. 

Also fading into the past is a traditional 
bidding system characterised by "arbitrary 
decision-making and favouritism" by those 
awarding the contracts, according to Kenji 
Maeda, chairman of Maeda Construction, 
one of Japan's top 10 construction firms. 
Under the system, which included exten- 
sive consultation before the government 
awarded public-works contracts, the same 
leading companies would generally be 
named to a short list of potential contrac- 
tors. Then they would decide among them- 
selves who would be awarded the contract, 
says Maeda, who also heads the Japan Fed- 
eration of Construction Contractors. 

“In Japan, the system was seen as coop- 
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eration; it wasn't seen as criminal," ех- 
plains Hasegawa. Far from it. The system 
was seen simply as The Japanese Way. 

But the good old days came to an 
abrupt end at the worst possible time — 
when the bubble economy collapsed. Pro- 
secutors investigating political bribes un- 
covered documents detailing a system that 
awarded public-works contracts in ex- 
change for cash and encouraged rigged 
bids that kept prices high. They are 30% 
higher, on average, than in the United 
States, according to a recent private-sector 
study submitted to the Ministry of Con- 
struction. (But that partly reflects the higher 
cost of labour in Japan.) 

"Everywhere they turned, they found 
dirt," says Stuart Atkinson, an equity ana- 
lyst at S. G. Warburg in Tokyo. Authorities 
arrested several senior executives of lead- 
ing companies and barred many firms 
from bidding on contracts for months. 
(Most of the cases are now in court.) But 
analysts say that instead of showing con- 
trition, many industry executives express a 
mix of bewilderment and anger at the ar- 
rests. It's a reaction that suggests the sector 
will be reluctant to change its business 
practices. 

Meanwhile, symptoms of the sad cir- 
cumstances of the industry are everywhere: 
They dot the Tokyo landscape in the form 
of tall buildings that stand conspicuously 
empty. Not far from Taisei's offices is a 
building that Taisei and several other lead- 
ing contractors — including Obayashi — 
built for Tokyo Gas. Part of the new struc- 
ture houses the Park Hyatt Hotel; the rest 
is office space. But Tokyo Gas has been 
unable to find other tenants for its trophy. 
5o the construction companies have been 
asked to take floors. “We use ours as con- 
ference and training facilities," confesses 
Yasuhiro Hashimoto, a manager in Taisei's 
business-planning department. "It is a dis- 
aster." 

For Obayashi, it is only one of many 
such burdens. The company acquired the 
so-called air rights over a Tokyo hospital 
not far from the capital's famous Tsukiji 
fish market and built a massive office and 
residential tower on its own account. To- 
day, it stands virtually empty. The debts 
from such ventures are now "a noose 
around the necks of the major companies," 
says a staffer at an architecture and engi- 
neering firm who has extensive experience 
working with all the major builders. 

Overseas expansion has proved even 
more perilous. "Many Japanese companies 
got involved in overseas land development 
when they had no experience as develop- 
ers," notes Fred Tanaka, head of the Tokyo 
office of Jones Lang Wootton. "Competi- 
tion against local firms isn't easy; so they 
got contracts by financing and offering de- 
ferred terms and then they took equity 
stakes. And all of them failed without 
exception." 
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As a result, industry giant Shimizu is 
facing liquidation losses overseas of Y80 
billion (US$800 million); Kajima expects to 
write off losses in Australia alone of Y66 
billion. But both companies at least have 
strong balance sheets, according to research 
from publisher Toyo Keizai. 

Others such as Kumagai Gumi can't af- 
ford to write off bad assets as easily. At 
Kumagai, real-estate investment amounts 
to some 10% of total assets on a parent ba- 
sis, according to Yukiaki Hayashi, a vice- 
president with Merrill Lynch's Tokyo of- 
fice. The figure is much higher if the assets 
of unconsolidated subsidiaries and affili- 
ates are included. Moody's Investors Serv- 
ice Japan notes that the company's ¥300 
billion equity base has to support exposure 
of ¥1 trillion. Much of this investment has 
gone wrong. But because of huge interest 
payments, Kumagai isn't yet strong 
enough to deal with its problems. Both 
Sumitomo Bank and Long-Term Credit 
Bank of Japan have sent staff to help out. 

The situation at Tobishima, whose 
former honorary chairman, Sukemasu 
Uera, was arrested on bribery charges, is 
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even more critical. Fuji Bank has had to 
announce publicly that it would support 
the company, which is burdened by loan 
guarantees to questionable affiliates. (One, 
Namitome, has already gone under.) 

The beleaguered companies cannot 
count on a recovering economy to turn 
things around. Even if orders pick up, the 
government has made sure they will be 
less profitable. New rules for awarding 
contracts, issued on April 1, give high pri- 
ority to low bids. "There was rotation un- 
der the old system," as companies took 
turns dividing the spoils, says Maeda. "Un- 
der the new system, the way they choose is 
on the basis of low price. By doing it this 
way, one may doubt the quality." 

It is not only the profitability of public- 
sector orders that is deteriorating; the pos- 
sible scale of what is in the pipeline for 
construction companies is equally worri- 
SEPTEMBER 
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some. Mark Brown, a senior analyst with 
Barclays de Zoete Wedd Research, believes 
Japar's future lies more in the information 
superhighway than in roadways through 
its mountainous landscape. 

"The role of the construction industry 


will inevitably decrease," says Brown. "Al- | 


ready, its political role is changing. It is no 
longer the ramping industry of choice for 
the politicians. Its role may shift to telecom- 
munications and the environmental indus- 
tries. These are the industries of the fu- 
ture." 

The outlook in the private sector is also 
bleak. Margins have plummeted. In 1992, 
the average bid submitted for a building in 
Kyushu, Japan's southernmost island, was 
Y950 million, recalls an architect who 
worked on the project. When the client re- 
jected the bids as excessive, the process was 
repeated — this time under the harsher cli- 
mate contractors now face. The new bids 
ranged from ¥425-525 million; the contract 
was eventually awarded at X390 million. 
"Now everyone has too little work," says 
an industry insider. "During the bubble 
years, it was possible to rig even the pri- 
vate market. Now you can't rig the market 
for private construction." Although resi- 
dential construction is booming, the de- 
mand is primarily for cheap, low-margin 
housing for first-time buyers. 

Nor can Japanese construction com- 
panies count on orders from domestic 
manufacturers. They're moving factories 
offshore in response to the high yen. "Ten 
to twenty years ago, offshore facilities were 
back-up facilities; now they are a matter of 
survival notes Hidenori Yamaguchi of 
Taisei's international-planning division. 
"But for us, overseas, it is very difficult to 


make profits; the margins are much | 


smaller." 

This dire situation calls for bold change 
in a world that is profoundly conservative. 
Cost control is one option, albeit an alien 
concept to many contractors. After all, un- 
til recently, cost was a problem for clients, 
not for them. (In fact, when Shimizu built 
itself a new headquarters during the bub- 
ble years, it came in at twice the projected 
cost, says the architect.) 

But cost-control efforts are under way. 
Virtually all the major companies are re- 
ducing dividend pay-outs to shareholders 
and bonus payments to staff. The number 
of new recruits has been halved. Taisei, for 
example, is trying to cut personnel by 10% 
“but not in a drastic way," Hashimoto has- 
tens to add. Staff are being shifted from 
administration to marketing. "We must 
make more active proposals," he says. 

The majors, in desperation, are going 
after business that they would have 
shunned a few years ago. The architect re- 
ports with amazement that Kajima is 
chasing a refitting contract worth Y120 mil- 
lion. In the old days, that was pocket 
change. ж 
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MANAGEMENT 


Divide and Conquer 


Taiwan computer titan Acer plans a refreshing break-up 





By Shu-Ching Jean Chen in Taipei 
F or Stan Shih, the whole is not more 





than the sum of its parts: It's a lot less. 

That's why the chairman and СЕО of 
Taipei-based computer giant Acer Group 
wants to "deconstruct" his 18-year-old em- 
pire. When he gets regulatory approval, 
Shih will start unshackling the US$2-billion 
corporation's 21 subsidiaries, freeing them 
to list on their local stock exchanges. 

Not only will the newly freed com- 
panies be able to raise capital, they will also 
be able to react more quickly to market 
fluctuations. The end result? Shih expects 
Acer's group sales to quadruple to US$8 
billion by 2000. His ambitious plans could 
make Acer a new kind of Asian conglom- 
erate, one with substantial clout through 
its network of companies and the flexibil- 
ity to react quickly — a Japanese keiretsu 
with Taiwanese characteristics. 

Acer will gradually sell down its hold- 
ings in its subsidiaries, although it plans 
to keep strategic minority holdings of be- 
tween 19% and 40% in all of them. “I pre- 
fer to lose control [over Acer's subsidiar- 
ies] if it would ensure they make money,” 
says Shih, who believes that most spin-offs 
will flourish. What about those that don't? 
“1 don't want to be a parent company that 
keeps subsidising subsidiaries," says the 
ever-blunt Shih. 

It's a novel strategy in a market where 
bigger is usually seen as better. What 
makes Shih's move even more surprising 
is his decision to start by spinning out two 
cash cows: Acer Peripherals and Acer 
Sertek. These money-makers bolstered the 
organisation, particularly during a finan- 
cial shakeout that began in the late 1980s. 
Without their steady contributions, at a 
time when Acer was spending heavily on 
a joint-venture semiconductor plant (built 
with partner Texas Instruments), Acer 
might have slipped into oblivion. As it is, 
the group's sales last year totalled US$1.9 
billion, more than triple their level in 1988. 

A disastrous acquisition by Acer's sub- 
sidiary in the United States in 1990 added 
to the group's woes. Acer America poured 
US$94 million into high-end computer- 
maker Altos Computer Systems — just as 
the market turned its back on proprietary 
systems like Altos'. Because subsidising the 
money-loser cut into their own year-end 
bonuses, Shih says, "every one [of the sub- 
sidiaries] wanted to cut relations with the 
U.S. operation." 

That fiasco taught Shih a lesson: Few 
subsidiaries are content to prop up their 


76 


siblings. Under his break-up plan, indi- 
vidual subsidiaries will bear the brunt of 
their own problems. And managers can 
take an entrepreneurial approach, making 
their own decisions rather than negotiating 
for corporate approval. 

Acer Sertek, the platform on which the 
Acer conglomerate was built, is an elec- 
tronics trading company with ambitions to 
get into manufacturing. Last year it pulled 
in NT$4.2 billion (US$160 million) in reve- 
nue. Acer Peripherals, a manufacturer of 
monitors, fax machines and other compu- 
ter add-ons, has experienced the fastest 
growth among units in Acer's stable — 
chalking up more than NT$9 billion in 
sales. Acer has already slashed its stake in 
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these companies, to 49% from 100%, allow- 
ing them to keep more money for their 
own development. 

J. T. Wang, president of Acer Sertek, 
welcomes the impending freedom. His 
firm turned over to Acer Group NT$120 
million in profits each year for three con- 
secutive years. Now that Acer's stake has 
been cut, it pays just NT$60 million. 

Both companies asked for approval ear- 
lier this year to list their shares. But in June, 
the Taiwan Stock Exchange suspended 
their requests. A new law requires the com- 
panies to show a profit for two years — in 
a combined financial report with their par- 
ent. Acer Group's previous losses prevents 
them from meeting this requirement. A 
committee is now reviewing the rule and 
the applications; the pair will likely get the 
nod to start trading by year's end. 

The firms are poised for fast growth. 


Acer Peripherals is developing its own 
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brand name, "Vuego"; and Acer Sertek has 
positioned itself as a manufacturer in the 
aerospace and defence industries. They are 
also reducing their dependence on the Acer 
Group. Member companies' purchases rep- 
resented 81% of Acer Peripherals' sales in 
1991; this year, they will account for just 
40%. Similarly, member companies' repre- 
sented 32% of Acer Sertek's 1991 sales; this 
year, that figure dropped to 17%. 

The advantages of doing business with 
member companies will encourage the 
continuation of links to the corporate fam- 
ily, Shih says. Michael Hung, senior ana- 
lyst with Jardine Fleming Taiwan Securi- 
ties, agrees. Member companies have 
come to rely on each other for efficient 
technology support, he says. "Simply by 
placing a call to other subsidiaries, they 
could resolve technical problems in a few 
minutes." 

Hung also expects the siblings to con- 
tinue to find new business for each other 
— à common practice among Taiwanese 
firms. Commissions earned from this sort 
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of brokering by its two wholly-owned 
overseas subsidiaries, in Malaysia and 
Hong Kong, accounted for more than half 
of Acer Peripherals’ 1993 profit. 

Acer's future looks assured. In July, it 
reported record sales for the first half of 
1994: Revenues hit US$1.4 billion, a 76% 
increase over a year earlier. Even the 
prodigal son, Acer America, is pulling out 
of its slump. Fuelled by sales of its 
AcerNote colour notebook computer, it 
raked in second-quarter sales of US$185 
million — up 131% from a year earlier. 
The U.S. subsidiary is expected to seek a 
public listing in 1996. 

Under Shih's business model, Acer 
Group will transfer responsibility to the 
new standalone companies. By the end of 
the century, the parent will be transformed 
into a holding company. That decentral- 
ised power structure will leave Shih free, 
at last, to realise his ambition to retire. ж 
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Can Conservative Management 
Lead to Financial Strength 


in Todays B anking Environment? 





t Republic business both cautiously and 

National Bank, the prudently, making sure the 
answer to that question is product provides consistent 
an unequivocal YES. The proof is in our profitability and generous spreads. Along 
reviews. these same lines, we believe RNB has made a 

In the June 24, 1994 analyst’s report, strategic commitment to internally expanding 
CS First Boston notes: “In our opinion, its domestic private banking business.” 
Republic has developed a flexible entrepre- Cautious in risk management. High pro- 
neurial approach in meeting clients’ needs. ductivity. Traditional banking values that 

In addition, RNB has approached new help build a strong financial institution. 
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TSENG WiLL Win Asia’s Most PRESTIGIOUS 


Management | MANAGEMENT AWARDS? 
Awards 
On September 22, seven outstanding Thai 


Em 2 Organizations will be recognized for 

: J|, management excellence. These seven 
organizations have distinguished themselves 
| —4 . from afield of over 330 nominees in Thailand 
( » INDONESIAN BANKERS | Participating ina rigorous search and selection 
Avy INSTITUTE J. process, faculty review and final deliberations. 





















FIC CORPORATION КО They are the winners of the fourth Asian 
——————7 ` Management Awards. 
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OF INVESTMENT, Thailand J = Dinner in Bangkok September 22 at the Napalai Ballroom of The Dusit 
Овала  _  Thani.HisExcellency The Former Prime Minister. Khun Anand Panyarachun, 
мч р willpresentthe awards. And the awards will be presented before Asia'stop 

leaders in government, enterprise, and the academe. 
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TRADE 


Bump 
Ahead 


Within Apec, a widening 
rift over purpose 








By Charles Smith in Tokyo 


n the surface, it was all sweetness 
Q and light. In late August, a select 

committee representing the 17 
member-nations of the Asia-Pacific Eco- 
nomic Cooperation (Apec) forum pub- 
lished a report on the group's future. The 
paper claimed to offer an "unanimous" 
view on where Apec should be headed 
over the next two to three decades, even 
suggesting deadlines for the creation of a 
single regional market. Instead, say Apec 
insiders, the report could spark the first 
real argument among Apec members 
about the organisation's future. 

A senior official at Japan's Foreign Min- 
istry says the issue could 
"come to a head" either 
in November, when In- 
donesia hosts a meeting 
of Apec trade ministers 
and heads of govern- 
ment, or late next year, 
when the Apec ministers 
meet in Japan. The fun- 
damental difference be- 
tween the U.S. and Asia 
centres on whether Apec 
should develop prima- 
rily as an organisation 
for reducing trade barri- 
ers, or as a club for pro- 
moting regional growth 
through more diversi- 
fied means, says the offi- 
cial. The U.S. stresses 
trade liberalisation, but 
Asians are interested more in technology 
exchange. 

Tokyo fears Washington will try to use 
Apec to start talks on liberalisation of agri- 
culture and finance — two sectors Japan 
particularly wants to shield from full 
exposure to international competition. 
Other Asian governments have their own 
reasons for shunning a tight liberalisation 
schedule. 

The crucial chapter of the August re- 
port — the second within a year by Apec's 
so-called Eminent Persons Group (EPG) — 
deals with trade negotiations. Under the 
slogan "open regionalism," the group calls 
for an ambitious programme that would 
result in regionwide free trade by 2020. 

Trade concessions granted by Apec 
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Suharto: new course for Арес. 


members to each other could be extended 
on a reciprocal basis to non-members as 
part of what the report calls a “ratcheting 
up" process. Under this arrangement, other 
countries would eventually match Apec's 
levels of liberalisation. 

As a sop to Apec's less-developed coun- 
tries, the EPG suggests three schedules for 
achieving free trade, all beginning in 2000. 
Developed Apec members would have 10 
years to open markets to other members, 
while "newly industrialising" economies 
would be allowed 15 years. Less-deve- 
loped countries, including China, would 
have 20 years to open their markets fully. 

The EPG's stress on "reciprocal trade lib- 


eralisation" may sound harmless enough, | 


says Noordin Sopiee, director-general of 
the Kuala Lumpur-based Institute of Stra- 
tegic and International Studies and Malay- 
sia's representative on the EPG. But the call 
for formal trade negotiations, Noordin 
says, is actually the crucial point on which 
“most Asian" governments disagree with 
the U.S. Asians "do not want to see Apec 
turned into a formal negotiating body 
along the lines of the [European Union].” 
Asia is particularly unhappy, he suggests, 
with the U.S. stress on reciprocal exchanges 
of trade concessions with non-members. 
Instead, Noordin 
thinks trade liberalisa- 


ачуш®= 93419 


should be based on 
"peer pressure" and 
should proceed on an 
open timetable. Noordin 


cials agree but are reluc- 
tant to say so openly. 
The report was written 
by Fred Bergsten, the 
EPG's American chair- 
man, "so it naturally re- 
flects his view," says 
Noordin. "The trouble 
with the Asians is that 
they're appallingly un- 


Apec should develop 
into a formal trading body, and is prepared 
to fight for its views. The other side strongly 
disagrees but isn't prepared to fight." 

Noordin is not the only one who sees а 
rift between Asians and the U.S. A senior 


tion within the region | 


EDUCATION 


Shelving 
The ABCs 


English classes go bust 
along with the bubble 





By Miki Tanikawa in Tokyo 
T eikoku Data Bank, a credit research 











organisation, recently listed an unu- 

sual enterprise on its bankruptcy re- 
port for July. Mixed in among its standard 
fare of property-loan defaults was Bi-Lin- 
gual Corp., one of the largest chains of Eng- 
lish-instruction schools in Japan. Bi-Lingual 
folded with debts of Y9.6 billion (US$96 
million). 

Even in recession-battered Japan, the 
news came as a surprise. Three years ago, 
Bi-Lingual boasted 24 schools, 900 staff and 
nearly 40,000 students. Revenues topped 
Y6 billion in 1991. Among its clientele were 
corporate heavyweights Mitsubishi Bank, 
Toyota Motor and the Bank of Japan. 

Bi-Lingual and other language schools 
prospered during Japan's bubble economy 


| of the late 1980s. As the money supply 


says many Asian offi- | 


assertive. One side [the | 
U.S.] feels strongly that | 
, mated that English-instruction schools 
. numbered 8,000 nationwide. According to 
| a report by Tokyo's Yano Research Insti- 
_ tute, a private market researcher, the Eng- 





Japanese economist believes the U.S. views | 


Apec primarily as a means of improving 
American access to Asian markets. What- 


ever the disagreements, Japanese officials | 
say Арес will almost certainly adopt a "lib- | 


eralisation charter" of some kind at No- 
vember's meeting. 

"President Suharto is committed to 
charting a new course for Apec, and we 
certainly can't disagree with that," says the 
official. But member countries may have to 
set the course first, and decide later where 
it is going to take them. в 
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surged, people increasingly talked about 
how to enjoy life. They took more trips 
overseas and studying English became a 
fillip for many younger Japanese. "People 
would lavishly spend their money on Eng- 
lish lessons — sometimes as much as 
Y20,000 an hour," recalls a former Bi-Lin- 
gual manager. 

Indeed, English classes had become so 
popular that Bi-Lingual's school in 
Akasaka, one of the poshest districts in 
Tokyo, was open 24 hours a day. These 
schools often had more to do with having 
a good time than studying, but as the good 
times rolled, that lack of substance didn't 
matter. By 1990, industry observers esti- 


lish-language business was a ¥879 billion 
market in 1992. 

At the top of this lucrative business 
stood Hiroko Minami. Minami, now 46, Bi- 
Lingual's founder and chief executive of- 
ficer, set up her first school, near Kyoto, in 
1973. Business went well and in 1982 she 
launched Bi-Lingual, setting up a school in 
Kyoto and later expanding into Tokyo and 
other Japanese cities. Next came a school 
for Japanese expatriates in New York City. 
America's Glamour Magazine named her 
one of its 10 Outstanding Young Working 
Women for 1989. 

Minami certainly stood out in her field. 
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She dico iE of students | to her | 
schools through a racy advertising cam- 
paign. One of her earliest poster ado 
showed the naked back of a Western | 
woman as she stripped off her T-shirt. The | 
caption: "Let's change into Bi-Lingual." 


panies got tired of spending so much 
money on training their employees," says 


pert in Tokyo. 

Bi-Lingual wasn't the only school to feel 
the squeeze. Four major English-instruction 
schools had gone bankrupt in the two 
years preceding its demise. "The collapse 


of the bubble definitely caused the English | 


business to go down," says Tomoaki Koso, 


editor-in-chief of Keiko fo Manabu, a : 


monthly education magazine. 
The schools were partly to blame, too. 


on borrowed money. According to Teikoku 


borrowed heavil 


mercial district in Tokyo. 
When asset prices started to fall in 1990, 


lenders demanded more collateral or called : 

in their loans. “Many of the schools that | 
went under attempted to diversify their - 
business by investing in stocks and land | 
crash," ex- - 


and fell prey to the bubble's 
plains Koso. 


According to a former administrator at 
Bi-Lingual, Minami may have overex- | . 
tended the company. “Bi- -Lingual was not > 
making profits since 1992," she says, "but - 
Minami would operate lit] as if it was E 
thriving as ever — such as requesting new | 


loans from financial institutions." 


Despite the bankruptcies, English-lan- | 
. companies. They have routinely shared 
. contracts to supply Telekom Malaysia, 


guage education remains a competitive in- 
dustry. Schools are becoming increasingly 


selective in who they hire to teach. Accord- | 
ing to the Immigration and Control Bureau . 
of Japan's Ministry of Justice, the number : 
of English teachers granted visas to teach | 
English dropped by about 35% to 2,635 in | 
| to their demand projections." 
“А few years ago just about any native - 
| share the benefits of a lucrative business: 
| Telephone-cable makers are reckoned by 
analysts to earn gross profit margins of 
| about 40%. Given the profits to be made 


1993. 


English speaker could get a full-time Eng- 
lish teaching position," says an English 
teacher in Tokyo. "Nowadays, schools are 
increasingly requesting as a minimum re- 


quirement a bachelor's degree or in some | 
instances a formal graduate ipud in Eng- | 


lish teaching methods." 


For their part, students also are more - 


reluctant to part with their hard-won yen. 


"These days the focus is shifting from con- : 
says Koso of | 
Keiko to Manabu. "Students have a clearer - 
sense of purpose in studying English" m - 


sumption to investment," 
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to supply its telephone cables, the 


playing field. The result: Two relatively 


` unknown companies have received a share 
. of the business alongside Malaysia's four 


biggest telephone-cable makers. Both new- 
comers lack facilities to make telephone 
cables. | 

The new entrants are Gunung Petaling, 


_a former property developer, and Mitti 
; Cable, a small company making wires for 
They invested in everything from real es- | 
tate to golf-club memberships, much of it | 
_ one third of the Telekom Malaysia contract, 
Data Bank, both Bi-Lingual and ASA Com- : 
munity Salon, another English-instruction - 
school in Tokyo that went bankrupt, had — 
from banks to invest in - 
real-estate in Shibuya, an expensive com- | 


electronic components in the southern state 
of Johor. Together they have been awarded 


which in total is worth M$1.6 billion 
(US$656 million). 

The award, which hasn't been reported 
in the media, has infuriated the four bigger 


EC 


| TI 


which is 71% owned by the Finance Minis- 
try. "This is bread and butter business to 
us," a senior executive at one of the four 
says gloomily. "Telekom is our biggest cus- 
tomer and we allocate capacity according 


Gunung Petaling and Mitti Cable will 


and the ease with which cable-making 
skills can be acquired, a company's track 


. record has little to do with winning a con- 


tract. "Technology can always be bought," 
says a senior government official. 
Gunung Petaling is а wholly owned 
subsidiary of Kuala Lumpur-listed Malay- 
sian Resources, a rapidly emerging con- 
glomerate that has recently won a slew of 
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“Studying English was considered to be | Malaysia’ S cable makers are in a flap over contracts 
a cool thing,” explains an ex-employee. But 

when the bubble economy burst, cash for | B s. 33 asankaran iı in зки la Li (0T 
English classes was the first to go. "Com- | y у: майк umpur 


| hen Telekom Malaysia recently 
۰ W awarded a big five-year contract 
Genya Nagasaki, a leading education ex- | 

` national phone utility decided to widen the 


government-related licences and contracts 
for power-generation, telecoms cables and 
property development. Principals of Ma- 
laysian Resources are known to be close 
supporters of Malaysia's deputy prime 
minister, Datuk Seri Anwar Ibrahim, who 
is also finance minister. 

When Gunung Petaling initially bid for 
the Telekom Malaysia contract in 1993, it 
did not have a manufacturing licence. By 
the time the awards were handed out in 
June, however, its licences were in place. 

Telekom Malaysia officials deny that 
favouritism played a role in the selection 
process. "Everything was followed ac- 
cording to the proper procedures," insists 
a senior official at the utility. "It doesn't 
matter that two factories aren't in produc- 
üon yet. We can still get supply from the 
four existing companies. Overall, the sup- 
ply of cables to Telekom isn't compro- 
mised.” 

" That reasoning leaves the 
|: four cable-makers cold. “I’m 
іс not sure what we'll do," says 
i another executive. “Exports 
aren't easy and the domestic 
, market, apart from Telekom, 
is negligible." 

One of the established ca- 
ble-makers is Leader-Univer- 
sal Cables, which is among 
the country's 25 largest listed 
companies based on market 
capitalisation. It makes al- 
most 50% of Malaysia's tele- 
phone cables and has rou- 
tinely derived that share from 
Telekom Malaysia contracts. 
This time, however, it received just 31% of 
the contract. Furukawa Electric, an unlisted 
Japanese joint venture with Permodalan 
Nasional, a state-owned investment com- 
pany, received 9.1%. 

Uniphone, a listed company that has 
nearly 20% of Malaysia's telephone-cable 
making capacity, was awarded 12% of the 
contract. Analvsts who track the com- 
pany's stock note that Uniphone normally 
receives 15-20% of each five-year contract. 
Uniphone's revenues from its Telekom 
Malaysia contracts top about M$70 million 
a year. This year's award will bring in only 
about M$50 million. 

Only Fujikura Federal Cables, an asso- 
ciate of Ekran, a listed timber-based group 
that's headquartered in Sarawak, might 
have less to grumble about. With 12% of 
the industry's cable-making capacity, it re- 
ceived about 13% of the Telekom Malaysia 
award. ш 
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CHINA 
AT&T Wins Contract 


America’s AT&T won а US$500 
million contract to supply 
communications equipment to 
southern Guangdong province. 
Under a deal with the 
Guangdong Posts and 
Telecommunications 
Administrative Bureau and 
Guangdong Machinery 
Import/Export Corp., AT&T 
will supply advanced 
switching and optical 
transmission equipment, as 
well as wireless and operations 
systems, over the next five 
years. 


Bad Loans Disclosed 


One third of China's bank 
loans are unrecoverable or 
overdue, according to the 
official Economic Daily. The 
biggest debtors are state- 
owned trading and raw 
material firms that are losing 
ground to private-sector 
competitors, the paper said. 


Cotton Controlled 


In a bid to reclaim its 
monopoly over the cotton 
industry, Beijing banned 
unauthorised cotton traders 
and local wholesale markets. 
The government also raised 
the official price to Rmb 500 
(US$57) for 50 kilograms. 
Cotton output since 1984 has 
dropped by almost half, due to 
pests, drought, floods and 
declining acreage. 


UNITED STATES 
Huaneng Power to List 


Huaneng Power International 
(HPI) filed for listing on the 
New York Stock Exchange 
(NYSE), the sixth China 
company to do so. It will be 
the second Chinese electricity 
utility to list overseas, 
following the flotation of 
Shandong Huaneng Power 
Development on the NYSE in 
August. Two others are likely 
to follow suit in Hong Kong 
next year. HPI is expected to 
raise US$700-860 million from 


SEPTEMBER 15, 1994 


the issue of 31.3 million 
American Depositary Receipts, 
to be sold globally. 


TAIWAN 
IBM creates subsidiary 


IBM has set up a wholly owned 
subsidiary, TransChina 
Technology, in Taipei to buy 
and sell hi-tech products. This 
is part of a US$10 million 
expansion of IBM's activities in 
Taiwan. These include a new 
Power PC technical centre, 
jointly operated with Motorola 
of the U.S., and other projects 
to develop Chinese-language 
software. 


INDONESIA 
Banks to Run Kanindo 


State-owned Indonesian 
Development Bank (Bapindo) 
and Bank Bumi Daya (BBD) 
were appointed to manage 
textile maker Kanindo until a 
buyer can be found to rescue 
the financially troubled 
company. Businessman 
Johannes Kotjo recently pulled 
out of a deal to take over 
Kanindo. 


Income Taxes Cut 


Finance Minister Mar'ie 
Mohammad proposed a 
package of income-tax cuts in 
what he said are efforts to 
promote social justice, attract 
more investment and stimulate 


China cotton: Beijing wants control. 






the economy. The measures, 
which are expected to win 
parliamentary approval, 
would cut taxes for the lowest 
wage bracket to 10% from 15% 
and for upper-income earners 
to 30% from 35%. 


THAILAND 
Unocal Ends Search 


Unocal Petroleum of the 
United States relinquished its 
exploration rights to four areas 
totalling 9,500 square 
kilometres and returned them 
to the Department of Mineral 
Resources. Unocal spent 


World competitiveness 
ranking of selected 
countries, 1994 


United States | 1 | 
singapore (| 2 










Note: Ranking based on domestic and 
international economic indicators 


Source: International Institute for 
Management Development 
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almost Baht 1 billion (US$40 
million) over three years 
unsuccessfully exploring for 
oil and natural gas in the 
areas, all located in 
northeastern Thailand. 


MALAYSIA 
Debt Payments Rise 


The sharp rise of the yen 
against the ringgit has caused 
Kuala Lumpur to fork out 
M$500 million (US$192 
million) more in debt servicing 
in the first quarter despite a 
decrease in total yen- 
denominated loans. In the first 
three months of 1994, total 
federal government yen loans 
fell 4% to Y648.2 billion. 
Almost one third of federal 
government debt is 
denominated in yen. 


INDIA 
Volkswagen Tie-up 


Eicher, a domestic machinery 
and motorcycle group, and 
Germany's Volkswagen said 
they are starting a six-month 
feasibility study that is 
expected to lead to a 
partnership to make 
Volkswagen cars in India. 
Likely investment is estimated 
at Rs 6 billion (US$191 
million). 


Cheque Scam Halted 


The Reserve Bank of India (the 
central bank) said it 
suspended three employees 
and called in the police after a 
scam was found in its cheque- 
clearing operation. Bank staff 
allegedly involved in the scam 
would deposit cheques with 
commercial banks, then pull 
them out of circulation after 
the cheques were sent to the 
central bank for clearance. 
Banks would credit the 
deposits so long as cheques 
were not returned within a 
certain period. The bank said 
the perpetrators had skimmed 
off Rs 1.5 million (US$48,000) 
before its audit system picked 
up the scam. 
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Stockmarkets 


a а = Hong Kong roars past 10,000 = в в Japan relinquishes some ground = = = 
Singapore, Kuala Lumpur, Bangkok make steady gains = = = Taipei, Manila drift 
= = a Seoul surges 4% in week ended on September 6 m m m 
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MANILA 


SHROFF 


You Asked for It 


e careful what you wish for because 
H you just might get it. 5o goes an old 

adage that might have occurred to 
Manila stockmarket officials and those at 
Petron, who'd hoped the oil giant's Sep- 
tember 7 IPO — Manila's biggest ever — 
would prove wildly popular. It did, but in 
the process spurred allegations of greed, 
favouritism and corruption that almost 
sank the issue. 

As late as the day before trading started, 
company officials worried that the deal 
might have to be scuttled to subdue a 
groundswell of resentment over the offer- 
ing after revelations that senior Petron exe- 
cutives would reap windfall gains. The Se- 
curities and Exchange Commission (SEC) 
seemed to balk at giving a go-ahead for 
trading, hinting that it would reconsider 
allowing Petron's controversial employee 
stock ownership plan (ESOP). 

At all events, the SEC gave its okay, and 
Petron opened at a stunning P21.25 (81.7 
U.S. cents) a share, then climbed as high as 
P22.75. The opening price was more than 
double the P9.00 locals paid under a pref- 
erential allotment scheme, and 54% higher 
than the average P13.82 bid for a tender 
portion. At its close of P21.25, the issue was 
priced at 19 times projected 1995 earnings, 
just below the market average. 

The ebullient response reflects strong 
optimism among Manila investors, who 
think the country's long-ailing economy 
has at last turned the corner. It also augers 
well for a series of smaller offers expected 
to follow in coming months, and will go a 
long way towards broadening Manila's 
appeal to international equity investors. 

Of the 1 billion shares offered, 
Petron's underwriters estimated 
that the fixed-price tranche, 600 mil- 
lion shares, would attract at most 
120,000 subscribers. In fact, some 
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Top 10 stocks by market capitalisation” 
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shares for Petron employees. Opposition 
politicians charge that profits from some of 
those preferentially priced shares would 
end up in the campaign war chests of Presi- 
dent Fidel Ramos' political allies, come 
next May's congressional and local elec- 
tions. 

Petron executives received allocations 
equivalent to a year's salary, which they 
could pay for in cash at a 28% discount to 
the P9 offer price, or P6.48, or amortise over 
five years through paycheck deductions. 
Most investors paid little attention to the 
ESOP — until the offer was clearly becom- 
ing a runaway success. 


Вигп, Ваһу, Вигп 





489,000 applied. To ee Billions of Pesos Billions of Pesos 
them all, Petron had to scale down 70 7 
allocations for the fixed tranche ETI 6 
from 5,000 a person to 1,600. For ће 60 | 
300-million-share tender portion — 5 
open to bidding by both foreign and 50 4 
local investors — the top bid was 3 
FIZS. 40 

АП that demand made Petron a 2 
victim of its own success. Exploiting зп MEE 1 


resentment among the 16% of sub- 
scribers who wanted more than 
1,600 shares, politicians zeroed on 
the ESOP, which set aside 100 million 
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Petron's profits expected to double by 1996 








Estimate 
Source: Jardine Fleming Exchange Capital Securities 


Petron had to bow to public outrage. 
Ten of its top executives gave up their sub- 
scriptions, and the discount for the remain- 
ing ESOP shares was rescinded. That 
climbdown worried institutional investors, 
who feared Petron's concessions would 
prompt the company to offer more shares, 
weakening the price. Fortunately, however, 
Petron's gambit paid off and the flap sub- 
sided. 

The government also managed to kill 
two birds with one stone, thanks to the ex- 
citement over the IPO. On August 12, the 
Energy Regulatory Board authorised oil 
firms, including Petron, to increase their 
margins. [n normal circumstances, that 
would have sparked a public outcry. 

This time, however, with the imminent 
listing of Petron, the government had ef- 
fectively created a constituency for more- 
profitable oil companies. The move made 
Petron more attractive: Analysts raised 
consensus 1995 earnings forecasts to P5.1 
billion from P3.4 billion. 

Much of the credit for Petron's success 
seems to be due to its managers — Philip- 
pine National Bank and Development 
Bank of the Philippines — neither of 
which had previously lead-managed an 
IPO. 

"Their inexperience proved to be a 
strength," one broker noted. "The more- 
experienced foreign issue managers would 
have balked at the idea and logistics of of- 
fering such a large amount of shares at re- 
tail to the public. They had marching or- 
ders from their president, to disperse the 
company's stock ownership, and they just 
followed, having some faith that there's a 
lot of small investors out there." 

With all the excitement over Petron, 
those small investors are now turning their 
attention to the next substantial listing ex- 
pected to hit the market: Aboitiz & Co. The 
shipping and industrial conglomerate 
hopes to raise some P4 billion in an 
offering next month. 

Much of the smart money is also 
trying to figure out how the stock 
index will be rejigged in the wake of 
the Petron listing. An additional five 
stocks — including Petron — will 
be added to the index by the end of 
the month and some investors took 
advantage of the euphoria over the 
Petron issue to lighten up on their 
holdings of the blue-chip stocks 
which dominate the index. That's 
because the relative weighting of 
these traditional favourites will be 
reduced when the index is re- 
configured, meaning that institu- 
tional investment interest will be 
lessened. m Rigoberto Tiglao 
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ТӨ GET THE M@ST IMPACTFUL 


HONG KONG 


RIGHT C 


Now there’s a TV channel to help you stay ahead in the most competitive 


SINGAPORE 


business environment in the world. 

Asia Business News (ABN) is the first and only regional business 
news channel produced in Asia, for Asia. Presented by a world class team of 
journalists, it gives you 18 hours of information and analysis 
on developments in the region’s business and financial environment, every 
business day. Local and international coverage that speaks 
directly to the interests of the Asian business audience. And dynamic, state-of- 
the-art 3-D graphics which allow you to easily interpret real 
time market data at a glance. 

No other television channel in Asia can give you ABN's volume, depth and 
detail of business coverage. That's why Asia's top decision-makers are tuning in 
to this valuable business resource. 

Give yourself the edge. Make ABN a regular part of your business day. 
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ANNELS. 


HOW TO TUNE IN TO ASIA BUSINESS NEWS 


ABN is available free to the viewer with no subscription charge in the following ways 





* Direct From Satellite. 

ABN is transmitted live via the Palapa B2P satellite, on channel 6H (3920 MHz), 
to viewers in Southeast Asia and East Asia. If you can currently view CNN, ESPN 
OT H BO, vou should be able to receive ABN 

* On Terrestrial Broadcast Networks. 

Live and/or recorded coverage of specific day-part segments 15 shown from time to 
time on terrestrial broadcast networks 

• On Cable Networks. 

Various existing pay television networks show ABN live, as a channel, to their viewers 


If you are unsure of your satellite capabilities check with your building owner о! 


' 11 
property manager. For any technical queries about Palapa satellite receiver dishes or 


ABN reception, please contact ABN 


> 
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Television That's All Business. 


For further information about ABN, contact: Hong Kong Tel: (852) 521-9163 Fax: (852) 521-9161 Singapore Tel: (65) 323-0488 Fax: (65) 323-0788 
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SODE TEG, french leading ле firm, is expanding its 
actreities in Asia (Nepal, Pakistan, Cambodia, Vietnam...) and 
C.LS. countries and is looking for 


CONSULTANTS 


for short term and long term assigments for Ongoing 
and up-coming projects in the fields of : 
- primary and secondary education 
- higher education 
- vocational training 
- human resources development 
- women development 
- institutional strengthening. 
Consultants should have a 10 years practical experience 
in one of these fields as well as a proven project 
management ability. 
“Candidates must be fluent in english or alternatively in 
french (knowledge of local languages would be an 
asset) and they can justify of an advanced degree. 
Please send CV by mail or fax to SODETEG 


Human Resources Department 


381, avenue du Général de Gaulle 
BP 218 - 92142 CLAMART CEDEX (FRANCE). 


Fax 633.13 46.30.86.62 


For further details, please contact MR J. BOUCHET 


(33.1) 40.94 48, 72. 
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REVIEW-IN-EDUCATION 


PROGRAMME 


The Far Eastern Economic Review 


offers a special education 


programme for educators and students. 
For further information, contact 


Fanny Fung at: 


Review Publishing Co., Ltd., The Review-in-Education Programme, 
25/F Citicorp Centre, 18 Whitfield Road, Hong Kong 
Tel: 5084334 Fax: 5031549 Telex: 66452 REVCD HX 
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| YOUR BUYING OFFICE 
IN HONG KONG 


We follow up your p in 
Hong Kong and Guangdong : 
sourcing, quoting, sampling, 


inspecting, shipping, ... 

+ DISPOSAL OF FREE OFFICE 
FACILITIES IN HONG KONG 

Contact : Jerome Lemaire 

Euro-Cuinese SURVEY CO., LTD. 

B4, 4/F., Burlington House 


92 Nathan Road, T. 5. T, Kowloon 
Tel: (852) 723 1161 Fax: (852) 722 5292 


IMMIGRATION 
TO 
AUSTRALIA 


Handled by Government 
Registered Lawyer 


Through investment 
8% Preferred Shares 
AUD250,000 minimum 

Real Estate Development 


for details 
Fax: 61-75-920238 
Ph: 61-75-920122 
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| Professional male, Dutch 
nationality, 11 yrs track record 
in Telecom Semiconductors 
industry (operations, market- 
ing) in Europe and Asia. MSc 
EE, MBA. 
Seeking new challenge in the 
A/P Telecom (semiconductors) 
market. Please reply in writing 
to: No. 0915, Advertising Ser- 
vices Dept, G.P.O Box 160 
Hong Kong. 
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DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Master's and Doctorate programmes 
in Computer Science, Economics, Edu- 
cation, Engineering, International Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 
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response... 
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this section 


When you need important infor- 
mation, you invariably want it fast 
and accurate. The Review Index 


. enables rapid access to the most 


respected Asia-Pacific information 
source: The Far Eastern Economic 
Review. Everything published 
during the preceding quarter, by 
country, subject and date is detail- 
ed in the Review Index. 
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lative annual edition. End hours of needless search- 
ing. Subscribe now and receive your Review Index 
four times per year, including the cumulative annual 
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Bond Street, London W1Y 9DD 


- 72 New 
TEMATI 385 1006 Fax: +44 71 495 3017 
І DIANA ВЕАН 
о Raffes Place, ao vena 


0104 
Tel: +65 535 Fax: +65 535 3991 


ANDERS WADMAN, Solicitor 
2402 Bank of America Tower, 

12 Harcourt Road, , Hong Kong, 
Tel: 4852 522 0172 . Fax: 4852 821 1190 
KEVIN MIRECKI Attorney at Law 
3501 Jamboree Road, Suite 2100, 

CA 92660, USA 


Newport Beach, 
Tel: 41714 854 3344 Fax: +1 714 854 6967 


Les Cascades 
Edith Cavell Steet, Port Louis, Rep. of Mauritius 
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— Consumer Markets 

— infrastructure 
Opportunities 


Now available from BAl's 
syndicated research division: 


Û The Insiders’ View of the 
Emerging Indonesian 
Capital Market 

! The Professional's Guide 
to the Emerging 
Indonesian 
Capital Market 
Indonesian Consumer 
1994 


indonesian Infra- 
structure: The Billion 
Dollar Budget 
(available October 1994) 









For more information on 
these outstanding reports, 
check appropriate titles and 

| fax this ad with your address 
to: REPORTS: (62-21) 520- 
2557 or 525-0604. 
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US$ 2016 
US$ 3864 
US$ 4032 
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| Tenders us 


Hong Kong International Airport (Kai Tak) 
Invitation to Tender : 
Duty-free Liquor and Tobacco Concession 


Hong Kong International Airport (Kai Tak), managed and | 
operated by the Civil Aviation Department of the Hong Kong | 
Government, is one of the busiest airports in the world. It 


handled over 24 million international passengers in 1993, and | - 
ranks third (after London Heathrow and Frankfurt) in the world 


in terms of international passenger throughput. 


The exclusive duty-free liquor and tobacco concession is 
located at the departures level of the International Passenger 
Terminal Building alongside the majority of the shops and 
restaurants. 


The present airport at Kai Tak will be replaced by a new airport 
at Chek Lap Kok which is scheduled to be completed in July 
1997. 


Organizations interested in tendering for this major concession 
should note the following: 


Duration of Concession 


Upon expiry of the current contract at the end of August 
1995, a new term will be awarded through open tender 
and cover the period September 1995 to June 1997; 
thereafter the concession may be extended on a month- 
to-month basis until the closure of Kai Tak. 


Eligibility 
Tenderers musthave provenresources, capability, experience 


and reputation in successfully operating an airport duty-free 
liquor and tobacco business. 


. Tender Documents 
Tender documents and further information can be 
obtained from the Airport General Manager at the. Hong 
Kong International Airport, telephone (852)769 6296, 
fax (852)764 9656 


. Tender Deposit 
Tenderers will be required to deposit the sum of HK$25 
million with the Hong Kong Government as a pledge of 
the bona fides of their tender. The deposit shall be forfeited - 
in the event of failure or refusal to implement an accepted 
tender. 


Tender Closing Date 
12:00 noon, Friday, 9 December 1994. 


* 


The Government does not bind itself to accepting the highest 
or any tender. 3 
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Zheng Haixia 
China 





Gentle Giant 





China's newest sports hero injects 
spirit into her game 








By Jeffrey Lilley 


etting to know China’s women’s 
G basketball star Zheng Haixia re- 

vives the lost art of Kremlinology. 
After a press conference at the Goodwill 
Games in St. Petersburg this summer, 
Zheng remained a mystery. While the 
Amazon-like player — No. 11 — pored 
over a statistics sheet, a Chinese official 
answered queries for her. Her preferred 
reading material? “Modern youth poems.” 
Favourite music? “Light classical.” 

On the basketball court, Zheng’s game 
speaks for itself. In June, the 6-foot 8-inch, 
242-pound centre led China to a silver 
medal at the Women’s World Basketball 
Championships in Sydney. She averaged 
26 points and 13 rebounds a game — 
enough to snag the Most Valuable Player 
title. At the Goodwill Games, where China 
copped a bronze medal, Zheng was the 
leading scorer. 

With Zheng at the helm, China has 
nabbed medals in its last four interna- 
tional tournaments, including a silver at 
the Barcelona Olympics in 1992 and a gold 
at the 1993 World University Games. De- 
spite her size, Zheng, 27, rarely leaves the 
game for a rest. And she makes 
80% of her shots — in a game 
where 50% is considered good. 
At the Goodwill Games, Zheng 
was the heart and soul of an 
otherwise colourless team. She 
shouted out commands, flash- 
ed a smile as she lumbered up 
the court and lent a helping 
hand to fallen opponents. 

From humble beginnings in 
the countryside of Shandong 
province, Zheng has become 
one of China’s most popular 
athletes, according to Wang 
Yongsun, a sports editor at the 
Xinhua newsagency. Just three 
years after she started playing 
basketball at age 12, Zheng was 





86 


Zheng: a tower of strength in China’s basketball team. 


called to the national team. In the dozen 
years since, she’s played in three Olym- 
pic Games. And she’s a member of the 
People’s Liberation Army team. 

Sports writers have developed a Zheng 
lexicon: she’s been described as “unstop- 
pable,” “mountainous,” “imposing,” and 
“a constant menace.” Australian women’s 
coach Tom Maher calls her “Baby Huey.” 

The gentle giant didn’t get her height 
from her parents: her father is a bit less 
than 6 feet tall; her mother stands 5 feet 4 
inches. But they appear to have instilled 
an admirable work ethic in their only 
daughter. At practice, Zheng skips rope 
constantly to keep her weight down. 
Observers say she has lost 44 pounds 
since 1992, enabling her to run the court 
for 40 minutes. Says Chen Daohong, 
China’s head coach: “She asks a lot of her- 
self.” 

For all her dedication to basketball, 
Zheng is out of touch with the wider 
world of the sport, the National Basket- 
ball Association. Asked who her favour- 
ite basketball player was, Zheng cracked 
a broad grin. “Jordan,” she said, unaware 
that the Chicago Bulls’ superstar had 
given up basketball for baseball. 
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In China, Zheng is everyone's favour- 
ite basketball player. "She is very popu- 
lar because she is modest and when she 
plays, there is a smile on her face," says 
journalist Wang. Word on the street is that 
Zheng has a suitor — and that has China 
abuzz with excitement. The admirer lives 
in Wuhan, Wang says. “Не is also very 
tall, a former sportsman. If she marries, 
there will be lots of stories." 


ollowing Zheng's success at the 
Е World Championships in Australia, 

Chinese newspapers ran a flurry of 
articles about the country's newest sports 
hero. Readers learned that China's domi- 
nating centre is also honing her off-the- 
court skills, such as sewing. "Because she 
is tall and strong, some people think 
Zheng is not as good as other Chinese 
girls," journalist Wang explains. "So she 
tries hard to learn to sew in order to show 
she is the same as other girls." 

For now, Zheng is married to basket- 
ball. Although she is the mainstay of the 
Chinese team, some basketball experts 
think the team's strategy centres too 
much on Zheng. Says French coach Paul 
Besson: "The Chinese would do better if 
they got the ball less to Zheng, 
and if she didn't play 40 min- 
utes." 

Coach Chen, however, has 
staked his hopes on the coun- 
try girl from Shandong. He not 
only aims to see China's wom- 
en's basketball programme win 
the Asian Games in Hiroshima 
in October; he's shooting for a 
medal in Atlanta in 1996. His 
only concern about his team 
leader is the inexorable pass- 
ing of time. "Her weak point is 
age," says Chen. "She's getting 
older and older." 

Perhaps reading modern 
youth poems is a strategy to 
help keep Zheng young. E 
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Mask of Tutankhamen, Cairo 


Advanced civilizations create things of lasting value. Credit Suisse, in partnership with CS First Boston, 
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LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530. 





Poor Reporting 

I refer to your September 8 article Buying 
Peace, wherein your correspondent de- 
scribes Bangladesh as "one of the poorest" 
countries in the world. I should like to 
point out that Bangladesh's poverty is 
often exaggerated. With a GDP of US$149 
billion (measured in 
terms of purchasing 
power), Bangladesh 
ranks among the top 30 
economies of the world. 
It is above Nigeria 
(US$132 billion), Hong 
Kong (US$117 billion), 
Vietnam (US$91 billion), 
Singapore (US$52 bil- 
lion, New Zealand 
(US$50 billion) and a 
number of other coun- 
tries. There are 26 coun- 
tries where real per- 
capita income, on a pur- 
chasing-power-parity 
basis, is lower than that 
of Bangladesh. 

The country was 
branded a “basket case” 
by Henry Kissinger as it emerged as an 
independent state in 1971, with a war- 
ravaged economy in the wake of the War 
of Liberation. But the story of Bangla- 
desh’s quiet revolution since then has 
largely gone unnoticed. 

Despite being the most densely popu- 
lated nation in the world, and having to 
fight constantly with nature for survival, 
Bangladesh’s achievements in its 23 years 
as a nation are not negligible. Since 1971, 
the country has doubled its GDP. Today, 
it produces enough food to feed its 116 
million people and is left with a surplus 
for export. Bangladesh is the sixth-largest 
exporter of ready-made garments in the 
world. In macroeconomic terms, it has 
contained inflation below 2% and its cur- 
rency is convertible in the current ac- 
count. GDP growth has averaged about 
4% during the last two decades. Safe 
water is available to 92% of the popula- 
tion, and primary education is compul- 
sory. 

Though still underdeveloped, Bangla- 
desh is a forward-looking and dynamic 
nation. Not many countries can claim 
achievements at the level of Bangladesh 
within 20 years of independence. It's time 
the international media stopped labelling 
Bangladesh as "one of the poorest coun- 
tries of the world." 

MUSTAFIZUR RAHMAN 
Ambassador 

People's Republic of Bangladesh 
Beijing 





Bangladesh: quiet revolution. 


That's My Baby 

Rosa Linda Valenzona's August 25 arti- 
cle [The Road to Cairo, THE 5TH COLUMN] 
was most provocative, and I agree with 
many of her points. However, the deci- 
sion to bear children among poor cou- 
de may not be driven by a desire to 
have someone to sup- 
port them in their old 
age; it may be driven by 
no goal at all. It is likely 
that most pregnancies 
are unplanned and acci- 
dental. Poor couples do 
not, in most cases, plan 
their future. They also 
have limited leisure ac- 
tivities, and engaging in 
sexual intercourse is the 
most accessible form of 
leisure left for them (in 
physical and economic 
terms). After children 
are born, parents come 
up with rational ex- 
planations (they will 
provide for the parents 
in old age) or super- 
natural ones (it is the will of God). The 
“old-age security" appears to me a con- 
venient scapegoat. 
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ROMEO B. LEE 

National Centre for Development Studies 
The Australian National University 
Canberra 





Illuminating 

I happened to be reading through your 
June 23 REGIONAL BRIEFING when the 
"[ndicators" grabbed my attention: Thai- 
land was listed behind India and slightly 
ahead of China when it came to house- 
holds with electricity. Your Thailand fig- 
ures were a little lower than the actual 
tally, and I should like to expand on this. 
Presently, 75% of all households in 
Thailand have electricity, and the number 
is expected to increase in the near future. 
The percentages of households electrified 
by regions in 1992 are as follows: north- 
ern, 67%; northeastern, 74%; central, 70%; 

and southern, 89%. 
SUVIDHYA SIMASKUL 
Director-General 
Information Department 
Ministry of Foreign Affairs 
Bangkok 





Out of Bounds 

There are potentially many applications 
for the so-called doughnut-hole idea ad- 
vanced at the Asean Regional Forum 
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(ARF). Fortunately, the scenario described 
by Nayan Chanda [Divide and Rule, 
Aug. 11] is not among them. A doughnut 
hole beyond the 320-kilometre exclusive 
economic zone that may be claimed by a 
state under the United Nations Conven- 
tion on the Law of the Sea is an area of 
high seas beyond national jurisdiction. 
Therefore, it forms part of the Common 
Heritage of Mankind and is subject to the 
jurisdiction of the International Seabed 
Authority. 

If such an area of high seas exists in 
the South China Sea — and the smart 
money says it does — it would not be 
subject to expropriation by the littoral 
states for joint economic development. 

Rather, the utility of identifying a 
high-seas area in the midst of the South 
China Sea resides in the fact that such an 
area would be removed from the dis- 
puted area and the spider's web of over- 
lapping territorial and jurisdictional 
claims. This would, of course, internation- 
alise the issue, an eventuality the claim- 
ant states would prefer to avoid. In Chi- 


. na's case, internationalisation would 


serve to submit its claims to the scrutiny 
of international law — a process that 
would reveal the spurious nature of its 
claims. 

Despite claims to the contrary, Beijing 
did not score points on the South China 
Sea at the ARF. Chanda's article illustrates 
the level of misunderstanding and the 
complicated nature of the issues and con- 
cepts surrounding the South China Sea 
territorial and jurisdictional disputes. 

WILLIAM G. STORMONT 
CHRISTOPHER G. LEE 
Vancouver 





Body of Evidence 
Your September 1 article Mummy Dear- 
est was one communist mummy short. 
That of Georgi Dimitrov — the "father of 
Bulgarian communism" — was removed 
from its mausoleum in downtown Sofia 
following the end of communist rule in 
that country in 1990. 
RICHARD HORNIK 
Journalist-in-Residence 
East-West Centre 
Honolulu, Hawaii 
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EDITORIAL 


The Cairo Swindle 





Population conference feeds big government 


What a pity that delegates to the 


spent most of their session in Cairo 
haggling over how they should talk 


| — would have been on how they 
should talk about government. 





bluntly as John Robbins did in the title to his 1959 book, 
“Too Many Asians,” whose cover appears nearby. But their 


dismal message has always been clear. It was perhaps best - 
expressed by one of its earliest champions, the World Bank's | 
Robert McNamara, in a 1977 speech in which he lamented _ 
that population decisions were left with ordinary mothers | 
and fathers rather than in “the exclusive control of a few | 
governments.” Naturally, this particular kind of family plan- | 
ning requires more government, more control and increas- | 


| W hat would vou think of a bank manager who kept 


ing demands to extract more monies from the public. 


However obscure Cairo's final draft plan of action may | 
be on sex and abortion, when it comes to dollars the coyness - 
| that's roughly what Hong Kong voters must be wondering 
| about Tsang Yok-sing, leader of the colony's largest pro- 
| China political party. It turns out that shortly after Tianan- 
men Square in 1989, Mr. Tsang applied for a Canadian pass- — 


is ропе: US$17 billion annually by the year 2000, divided 
between the developed and undeveloped world. While 
Western taxpayers, for example, might like to know that 


this represents a sixfold increase in what they are spending | 
today, our larger concern is for the developing world. The | 
' his wife is already in Vancouver — a nice back door for her 


Cairo folks also committed poor countries to come up with 
the bulk of this new population spending 
themselves — some US$11.3 billion by 2000 
alone — more than double what they now 
spend. This means more taxes, more gov- 
ernment and more of going nowhere. 

The Cairo draft thus takes us further 
down this statist track. If people want to 
have fewer children and take advantage of 
birth control, that's fine by us. What is not 
fine is when developing peoples find them- 
selves lectured that they are condemned to 
remain poor if they don't limit the size of 
their families to some bureaucrat's target, 
and that their governments may be 
"forced" into harsher members. Not only 
does such an emphasis invite outrages — 
we think of India's forced sterilisations in 
the 1970s and China's continued policy of 
forced abortions today — it feeds the appe- 
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ence on Population and Development | 
| lending agency included а government-first emphasis that ^ 
| left most of the Third World mired in crushing debt. 
about sex and abortion. A far more | 
| profitable debate — especially for - 
| those truly interested in development | ! 
| than Asia itself. As our chart graphically illustrates, ѕіпсе 
| Asia began opening its economies, economic growth has far. 

For most of the postwar era, the | 
reigning assumption of the develop- | 
ment establishment has been that people are the problem : 
and government is the solution. Not many have put it as | 
| at a much higher standard of living. Perhaps it's time for a 
_ UN conference on development that took its cue from mar- 
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government. It is hardly a coincidence that Mr. McNamara's 


| chief culprit keeping most of these nations poor is itself big 
United Nations International Confer- | 


own legacy at the helm of the world's leading multilateral . 


We are all for empowerment. But history shows that if. | 
we want to empower people and not their governments, the 
way to do it is with free markets. No better example exists 


outstripped population growth. In the process Asia has 
transformed itself from what was only a generation ago à 
poverty-stricken continent into what is today the most dy- 
namic region on earth, supporting many times more people 


kets, not Malthus. a 
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Pro-China pol looks to back door 





his own money in a rival’s vault? Or a principal 
who put his own kids in another school? Well, 


port. Although Mr. Tsang later withdrew his application, 


husband if post-1997 Hong Kong does not 
live up to British and Chinese promises. In 
the meantime, the revelation comes as à 
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of critical local elections. 


look for one of his own. And though many 


Population 


what's thought in private. Maybe he knows 
something the rest of us don't. 


As a publication that has long advocated - 
that the most important thing Britain could |- 
leave the people of Hong Kong is a back | 
door should things go sour after 1997, we. _ 
are not surprised that Mr. Tsang would | 


accuse him of hypocrisy, he has in fact ren- | 
dered Hong Kong a huge public service. If. 
someone as close to China as Mr. Tsang is- 
hedging his bets about 1997, it suggests a — 
huge gap between what's said in public and. 























huge embarrassment for his party, ће | _ 
Democratic Alliance for the Betterment of. 
Hong Kong, coming as it does on the eve 
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short-term credit to a global capital market around the 


investment banking and securities world. When leading corporations, 


firm. Today, our name is on the door financial institutions, governments 


and individuals look for better ways firm has changed in size and 


to raise or invest capital, to take scope, our focus has remained the 


part in emerging markets 


MM same. In our 125th year, as 
sachs 


or to manage new risks, in our first, Goldman Sachs 





they look to Goldman Sachs is dedicated to putting its 


for innovation, judgment and clients’ interests first. We know 


outstanding service. Although our Marcus Goldman would be proud. 
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Subscribe to the Review 
Never risk missing an issue of the Review, Asia's re io 
business newsweekly, by subscribing today. E! 
Published since 1946, the Review is the worid 
authority on Asian current affairs, business, | Т 
economics and investment. b 
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Far Eastern Economic Review on Air s 

The Review's daily half-hour television show IS a „М: 35 
broadcast on satellite network Asia BUSINESS «eee 
News. Review correspondents and editors discuss a topic in 

news with expert guests. Nury Vittachi tells his on-air Havel 
Tales, The show, moderated by ABN's Martin Soong, airs at 12 
p.m. 8pm. and 10:30 pm m. . Hong Kong time. 
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Asia 1994 Yearbook — 
Published since 1959, the Review Yearbook is. & | 
the indispensable guide to the major political 1 QO 
and economic events of the year in Asia. The Ы 

1994 edition, US$46 in hardback, USS34 in. B 
paperback, includes coverage of 32 countries. 
Subscribers fo the Review receive a 20% = 
di iscount. t Add 0558 tor shipping outsi бе 0 Hong Kong. - 
All-Asia Travel Guide 

Never take a business trip or vacation without 
your copy of this travel guide to 26 countries in 
Asia. This 16th edition, US$23.95, includes a 
new section on business do's and don'ts. it is 
the only guide you will ever need for travel in | 
Asia. Subscribers to the Review receive a 20% ~~ 
discount. Add US$6 for shipping outside of Hong Kong 
China Trade Report 1 
This monthly newsletter has the latest inside аз 
information on trade and investment in this | 
dynamic emerging market. Edited by Review 
journalists, China Trade Report provides the 
information that no one who does business in 
China can afford to miss. Twelve issues a year for —— 
U5$425. Subscribers to the Review receive a 5% discount. 
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Review 200: Asia's Leading Companies 
This annual survey ranks both fhe leading 
companies based in 11 Asian countries and 
multinationals based outside Asia to create the 
annual Review 200. The full results and 

methodology of Asia's most detailed ranking of 
leading companies and how they gotto be leaders 
ate available for 09895. Subscribers to the Review pay 06845, | 
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Far Eastern Economic Review Online | 
The Review is now available online through Dow Jones 
Retrieval. Starting with the first issue of 1993, the full text of ea 
week's Review is easily retrievable. For more information plea: 
contact Dow Jones News/Retrieval by calling (852) 509222) 

fax (852) 599-2200. 
The Review-In-Education Programme к 
The Far Eastern Economic Review is a weekly gl 
updated text book on Asian business and political (< 
affairs. A special subscription programme for VZ 
educators is available along with discounted 
individual subscription rates for qual ified students. 
Review Index | 
Each issue of the Review is indexed undertopics, | 
countries and companies for easy use. Annual 7 
index subscriptions are available to Review | 
subscribers for US$75, 
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Global expertise 
for local communication solutions 








Operators of public communication networks the 
world over share the common challenge to provide 
the most efficient and reliable switching, 
transmission and cable systems to handle the fast 
growing demand for voice and data traffic. They 
need internationally experienced partners like 
Siemens, firmly entrenched in the local markets, 
ready to provide advice and assistance, technical 
knowhow and engineering expertise. 


As one of the world's leaders in public 
communication networks we have made 
wide-ranging contributions to the development of 
an advanced telecommunication infrastructure in 
the Asia-Pacific Region. From the Philippines to 
Indonesia, and from Thailand to the People's 
Republic of China, Siemens engineers work in 
close cooperation with local authorities to provide 
exacting solutions to specific national 
requirements. Their involvement neither starts nor 
ends with supplying highly advanced switching, 





transmission or cable networks; they are intimately 
involved in feasibility studies and project planning, 
software development and installation supervision, 
civil engineering tasks, after-sales-service and 
systems maintenance. 


Global expertise applied locally, that is what 
Siemens is all about in public communication 


networks. 

Siemens (Pte) Ltd Siemens offices in: 
MCS Bangkok, Beijing, 
151 Lorong Chuan Brunei, Hong Kong, 
03-01 New Tech Park Hanoi, Jakarta, Kuala 
Singapore 1955 Lumpur, Manila, 

Tel. (65) 284 3911 Seoul, Singapore, 
Fax. (65) 284 5733 Taipei and Tokyo 


International experience 
is our strength. Siemens. 
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Uniquely InterContinental. 


No-one rewards business travellers like Inter-Continental 
Hotels. Located in the world's most important and exciting places. 

Select our special Global Business Options programme at 
participating Inter-Continental and Forum International hotels and 
choose one of the following valuable options at no extra charge. 


Upgrade to а junior or one-bedroom suite. 
Double airline mileage or points for participating airlines. 


US $25 credit ($15 at Forum hotels) per day for food and beverage, 
or laundry and valet, or telephone and facsimile. 





For further information on Global Business Options call your travel agent or any of the following Reservations Centres: Auckland: (0800)442-215 
Hong Kong: (852)827-0000 • Singapore: (65)226-2822 * Sydney: (Toll-free number)(008)221-335 • Tokyo: (Toll-free number)(0120)455655 
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BANGKOK, THAILAND ............... SIAM INTER-CONTINENTAL BANGKOK. ВИТ SEI 0 ccncsidecdseoscnscscnesscsessncnssscececssvesssonscesnsassessdteaseiuges 1OCT.-31DEC. USD 186* 
BOMBAY, INDIA, iei rivers E O TAJ INTER-CONTINENTAL BOMBAY SEOUL KOREA; ee eee bae pankaean e вв; HOTEL INTER-CONTINENTAL SEOUL US 220* 
SRL REX S PETT AER REPE AL ETETA O PPE ip R 1 FEB. - 30 SEPT. USD 203* SHENZHEN, CHINA ................................. FORUM HOTEL SHENZHEN НКО 583* 
ARM EE REENE AE PEPES E TONE E E nd Y, 1 OCT. - 31 DEC. USD 215* SYDNEY, AUSTRALIA ................ HOTEL INTER-CONTINENTAL SYDNEY AUD 220* 
COLOMBO, SRI LANKA.......... CEYLON INTER-CONTINENTAL COLOMBO USD 92* TOKYO, )АРАМ................... KEIO PLAZA INTER-CONTINENTAL TOKYO YEN 31,724* 
JAKARTA, INDONESIA. ..... BOROBUDUR INTER-CONTINENTAL JAKARTA USD 168* YOKOHAMA, JAPAN ... YOKOHAMA GRAND INTER-CONTINENTAL HOTEL YEN 30,160* 


Global Business Options 1s also available at the following locations worldwide. 


NORTH AMERICA * Atlanta * Cambridge, Massachussets * Chicago * Dallas * Ft. Myers, Florida * Garden City, New York * Los Angeles * Maui * Miami * Montreal * New Orleans * New York * Palm Beach 
County, Florida * Redondo Beach, Californla * San Francisco * Seattle * Toronto * Washington * LATIN AMERICA * Bogota * Cali * Caracas * Ciudad Guayana * Managua * Medellin * Rio de Janeiro * 
Rionegro, Columbia * Santo Domingo * Valencia * EUROPE * Amsterdam * Athens * Berlin * Bratislava * Brussels * Bucharest * Budapest * Cannes * Cracow * Edinburgh * Frankfurt • Geneva * Hague * 
Hamburg * Hannover * Helsinki * Leipzig * Lisbon * London * Luxembourg * Madrid * Moscow * Munich * Paris * Prague * Rome * Sorrento * St. Andrews * Stuttgart * Vienna * Warsaw * Zagreb * MIDDLE 
EAST * Abu Dhabi * А! Ain * Amman * Bahrain * Cairo * Dubai * Jeddah * Makkah * Muscat * Petra * Taif * AFRICA * Abidjan * Kinshasha * Libreville * Livingstone * Lusaka * Mombasa * Nairobi 


"Rates inclusive of local taxes and service charges. Rates quoted in local currency are per room, per night, single or double occupancy, exclusive of local taxes and service charges, unless otherwise specified. Rate 
does not include travel. Available 01 February 1994 and are subject to change without notice. Option must be selected at time of reservation. If selected the `$” credit option will be applied per day and cannot be 
accumulated. If an option is not available at time of check-in a substitute will be offered. Limited number of rooms available on this promotion. Advance reservations required. Some blackout dates apply. Not available 
with any other promotional offer. Void where prohibited by law. 
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BANGLADESH 
Opposition Strikes 


The opposition staged four 
days of strikes and violent 
protests on September 10-13 to 
press its demand for the 
government to resign so new 
elections can be held under a 
neutral, caretaker 
administration. The 
government rejected the move 
as unconstitutional and offered 
instead to strengthen 
independent supervision of the 
polls. 


CHINA 


Full House 


Seeking to stem the flood of 
migrant workers into the 
capital, Beijing municipal 
authorities imposed a 
prohibitive Rmb 100,000 
(US$11,600) fee for permanent 
residence. Starting in 
November, companies will 
have to pay the fee whenever 
they hire a migrant worker 
who will live in the city. 





Jiang cements French ties. 


Franc Exchange 


As Chinese President Jiang 
Zemin hailed restored Sino- 
French ties in Paris, police 
arrested four slogan-shouting 
French demonstrators. France 
and China concluded US$2.5 
billion of business agreements 
during Jiang's visit. 


INDIA 
Caste Ire 


The minority government of 
India's biggest state, Uttar 

Pradesh, looked increasingly 
shaky as the state branch of 
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Police corner Dhaka protester. 


the Congress Party threatened 
on September 11 to withdraw 
support. Chief Minister 
Mulayam Singh Yadav's 
coalition has 198 seats in the 
425-seat state assembly in 
Lucknow. His decision to 
introduce quotas for lower 
castes in schools and colleges 
has led to widespread unrest 
in areas dominated by upper 
castes. 


THAILAND 
Police Accused 


Police Lieut.-Gen. Sophon 
Savikhamin was charged on 
September 12 with 
involvement in the abduction 
and murder of the wife and 
son of a key prosecution 
witness in the Saudi Arabian 
gems case. Sophon, who was 
one of the officers 
investigating the theft of 
millions of dollars in jewels 
from a Saudi prince, accused 
the national police chief, Pratin 
Santiprapop, of ordering the 
abduction. Pratin denied the 
claim. 


CAMBODIA 
Editor Slain 


Newspaper editor Nuon Chan, 


an outspoken critic of the 
government, was shot dead on 
a Phnom Penh street on 
September 7 by gunmen on 


= 
C. 
т 
4 
> 
= 
чс 
2 
Ф 
> 
тп 
v 


motorbikes. The following 
night, the five-year-old 
daughter of a United Nations 
human-rights official was shot 
in the leg, in what may have 
been an attempt to silence UN 
criticisms of human-rights 
abuses. 


MALAYSIA 
Just Solution 


Malaysia and Singapore 
decided to settle overlapping 
claims over Pulau Batu Putih 
(White Rock Island) by 
referring the dispute to the 
International Court of Justice 
in The Hague. The issue, 
simmering since Singapore 
prevented Malaysian 
fishermen from going near the 
island in 1988, was discussed 
during a September 7 meeting 
between the two countries’ 
premiers. 


INDONESIA 
Labour Appeal 


Manpower Minister Abdul 
Latief played down the 
significance of growing worker 
protests in Indonesia and said 
he hoped Washington would 
recognise the government's 
serious efforts to improve 
working conditions. His 
September 12 remarks came 
after 28 American 
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congressmen signed a letter 
calling for Indonesia's trade 
privileges to be revoked 
because of alleged exploitation 
of labour. 


NORTH KOREA 
Experts Meet 


The U.S. and North Korea 

held expert-level talks in Berlin 
and Pyongyang on September 
10-14. North Korean 
delegation chief Kim Jong U 
reported "some progress" at 
the Berlin talks on switching to 
new nuclear-power plants less 
susceptible to diversion for 
bomb-making, while the two 
sides said their Pyongyang 
talks on the exchange of 
liaison offices had been 
"serious and cooperative." 


RUSSIA 
Kuriles Clash 


Russian coastguard vessels 
fired on "Chinese" fishing 
boats suspected of poaching 
off the disputed Kurile islands 
on September 13, killing two 
crewmen, Russian officials 
said. They didn't specify 
whether the vessels were from 
China or Taiwan. In August, 
the coastguards injured a 
crewman from Japan — which 
claims the four southernmost 
Kuriles — in the same waters. 
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FOREIGN 


A withdrawn invitation for President Lee Teng-hui to attend 
the Asian Games in Japan next month highlights Taiwan's 


foreign-policy predicament. 
By Julian Baum in Taipei 

or а few brief, exhilarating weeks, it 

seemed Taiwan had finally punched 

a hole in the diplomatic wall Beijing 
has built around the island. President Lee 
Teng-hui looked set to visit Japan in Octo- 
ber to attend the Asian Games — a perfect 
opportunity for him to flout Beijing’s 22- 
year ban on such visits. Eager local news 
coverage and spirited support for Lee from 
lawmakers of all stripes showed how frus- 
trated Taiwanese have become at the is- 
land's outcast status. 

But China's arm-twisting has rudely 
ended such reveries. Lee's invitation to the 
Hiroshima games was implicitly with- 
drawn on September 12 by the Olympic 
Council of Asia (OCA). In an ambiguous 
statement from its offices in Kuwait, it said: 
"No political figure will be invited to or 
accommodated at the 12th Asian Games" 
— except those from the host country. 


14 


The statement appeared to reflect Bei- 
jing’s pressure on the 42-member sports 
council to halt a visit which, even if it had 
gone ahead, would have been private and 
unofficial. Taipei stated that Lee's office still 
considers the invitation valid and he still 
expects to attend. 

The ruckus nonetheless highlights Tai- 
wan's predicament. A rising tide of Tai- 
wanese support for a bigger international 
role seems to be making China increasingly 
determined to maintain, or even streng- 
then, the island's isolation. Even more 
alarming for Beijing, sympathy for Taiwan 
is growing in the United States Congress 
and among trade and investment partners 
in Southeast Asia. Several bold foreign po- 
litical initiatives by Lee during the past 
year, together with a now annual cam- 
paign to promote Taiwan's re-entry into 
the United Nations, have added to China's 
antagonism. 

Beijing's threats over the Asian Games 
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and its talk of bovcotting the event if Lee 
attended were consistent with other harsh 
statements China has recently made about 
Taiwan. Just four days before the OCA's re- 
traction of Lee's invitation, China reacted 
to minor adjustments in U.S. policy to- 
wards the Taiwan Government with un- 
usually stern warnings to Washington. 
Vice-Foreign Minister Liu Huaqiu was 
quoted by the Xinhua news agency as say- 
ing the Taiwan question could become an 
"explosive issue" for the U.S. if not han- 
dled properly. This recalled the time, more 
than à decade ago, when Taiwan was the 


kev issue in Washington's courtship of Bei- 


jing. 

During a visit to France by Chinese Pre- 
sident Jiang Zemin, Foreign Minister Qian 
Qichen said Beijing would still use force 
against Taiwan if it declared independence 
or if a foreign power invaded the island. 
He said Washington’s new policy towards 
Taiwan went against its contractual com- 
mitments, but he dismissed a question 
about France's decision to sell Mirage 2000 
tighter jets to Taiwan two years ago. France 
and China had now put differences over 
Taiwan behind them; "a page has been 
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turned," he was quoted as saying. 

Reactions to the changes in U.S. policy, 
both in Taiwan and among Taiwan's sup- 
porters in Washington, have been sub- 
dued. Leaked to the U.S. news media sev- 
eral months ago, the changes included a 
new name for Taiwan's offices in the U.S. 
and permission for Taiwan's representa- 
tives to enter all U.S. government build- 
ings except the State Department. “Al- 
though these are not major changes, they 
are nonetheless politically significant," 
Chen Chien-jen, a lawmaker with the rul- 
ing Kuomintang and a former vice-foreign 
minister, said in an interview. 

Officially, Taipei was underwhelmed. 
Foreign Minister Fredrick Chien said the 
changes didn't go far enough. “We have to 
say we feel dissatisfied that 
the U.S. did not allow the 
name Republic of China [the 
official name of Taiwan] and 
at the continued lack of sup- 
port for Taiwan's membership 
in the United Nations," Chien 
told reporters. Earlier, he had 
received the first official call at 
his office from the director of 
the American Institute in Tai- 
wan, Lynn Pascoe. Pascoe 
may now visit Taiwan's gov- 
ernment offices, even though 
Taiwanese officials must still meet their 
contacts at the U.S. State Department on 
the outside. 


cial diplomats posted to Taipei say 

the regulation of their relations with 
Taiwan has not been nearly as strict as the 
Americans'. Other countries have also per- 
mitted clearer titles for Taiwan's unofficial 
representative offices than the clumsy 
name used in the U.S. — the Coordination 
Council for North American Affairs. Tai- 
wanese diplomats say that name was the 
result of lengthy negotiations 15 years ago. 
At the time, the State Department wanted 
to avoid using words like "office" or “mis- 
sion." In deference to Beijing, it also op- 
posed any geographical references to Tai- 
wan or Taipei. 

Taiwan had proposed a change to the 
“Taipei Representative Office,” the name 
now used in Britain. But a Taiwanese dip- 
lomat says the State Department preferred 
"Taipei Economic and Cultural Repre- 
sentative Office," a title used more widely 
in Asia and Europe. There has been no in- 
dication of when the U.S. might permit 
cabinet-level visits, although the American 
Chamber of Commerce in Taipei and other 
business groups have been lobbying for 
this courtesy for several years. Asked about 
rumours that he would visit Taipei later 
this year, U.S. Commerce Secretary Ron 
Brown recently told a Taiwan TV reporter 
in Washington he had no such plans. 

Other observers say the incremental 


| apanese, Canadian and other unoffi- 
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changes are disappointing. "It's undigni- 
fied for the U.S. State Department to be 
meeting representatives of its fifth-largest 
trading partner in coffee shops and hotel 
lobbies," said Peter Chen, a Taiwanese po- 
litical scientist at Wayne State University. 
"The U.S. should not kowtow to Beijing on 
such issues." 

Chen says Washington needs to return 
to practising "creative ambiguity" and not 
allow Beijing to dictate U.S. policy in Asia. 
"The U.S. can still pay lip-service to the 
one-China principle and give Taiwan the 
status it deserves," he says. "The critical 
issue is to treat Taiwan as a sovereign state 
within the context of the one-China princi- 
ple." Such an approach would give Wash- 
ington more leverage with Beijing, Chen 
argues, and would show 
stronger support for Taiwan's 
democracy. 

Policy is evolving even in 
Japan, which has also adhered 


Asian Games mascots Poppo and Cuccu welcome 
visitors — but not Taiwan's Lee (inset). 


strictly to Beijing's interpretation of the 
one-China principle. Two Taiwanese cabi- 
net-level officials were received in recent 
months by their counterparts in Tokyo, in- 
cluding Minister of Transportation and 
Communications Liu Chao-hsiuan. Tai- 
wan-based airlines have also been granted 
air rights to fly to two southern Japanese 
cities, the first new routes authorised since 
Japan broke relations two decades ago. The 
Sankei Shimbum, a conservative economic 
daily, has recently advocated lifting a ban 
imposed by the Japanese Foreign Ministry 
on Japanese news agencies opening offices 
in Taipei. 

These and other incremental adjust- 
ments are only partly the result of Taiwan's 
intensive lobbying efforts, say observers. 
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More broadly, they reflect anxiety in other 
Asian capitals over Beijing's influence in 
the region and a recognition of Taiwan's 
economic importance as the largest trading 
nation in Asia after Japan. "The conflict 
between China and Taiwan makes others 
feel more sympathetic toward us," says a 
senior Taiwanese official. 

Less likely to change, however, is Tai- 
wan's treatment inside the Asia-Pacific 
Economic Cooperation (Apec) forum. Al- 
though Lee met in February with Indone- 
sia's President Suharto, who is hosting the 
next Apec summit in November, Indone- 
sia is likely to follow the U.S. example and 
allow only an economics official to repre- 
sent Taiwan. Taipei's foreign minister is 
also excluded from the group's ministerial 
meetings. 

One substantial test of international sen- 
timent could come before the end of the 
year, when Gatt members are likely to de- 
cide on Taiwan's application to join its suc- 
cessor, the World Trade Organisa- 
tion (WTO). The U.S. and other ma- 
jor trading partners concluded the 
last round of bilateral talks with 
Taiwan in early August and were 
positively impressed with Tai- 
wan's willingness to open up its 
markets. Beijing has insisted that 
Taiwan enter after its own applica- 
tion is approved, though China's 
bid appears unlikely to succeed 
soon. 

Unlike the controversy over 
Lee's presence at the Asian Games 
or the next Apec summit, no one 
country can easily be held to ac- 
count for Taiwan's entry into the 
WTO, which requires approval from 
two thirds of all Gatt members. 
Some observers therefore hope 
Gatt might hide behind a collective 
nod and let Taiwan in this year. 
"Taiwan is ready," insists a Tai- 
wanese diplomat. "The problem 
for us now is really politics." 

How China persuaded the OCA 
to back down on inviting Lee to 
the Asian Games isn't known. The 
invitation was first extended in person dur- 
ing a visit by OCA President Sheik Ahmad 
al-Fahad to Taipei in June. A month later 
the OCA sent an effusive letter praising Tai- 
wan's contributions to the Olympic move- 
ment. 

Newspapers in Taipei speculated that 
one reason for Sheik al-Fahad's determina- 
tion to invite Lee was that Kuwaiti sports 
officials were still angry with China over 
its refusal as host to expel the Iraqi team 
from the 1990 Beijing games. Iraq invaded 
Kuwait a month before those games 
opened, and al-Fahad's father, who was 
then the OCA president, was killed in the 
attack. China refused on the grounds that 
sports and politics shouldn't mix. The Iraqi 
team was subsequently expelled at an 
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emergency meeting of the OCA. 
The OcA’s decision on Taiwan came as 


a relief to Japan, which was in a diplomatic | 


quandary. Tokyo was squeezed between 
China's threats to boycott the event and 
guarantees it had signed six years earlier, 
when it won the bid for the games, to ob- 
serve Olympic rules and give the organis- 
ers a free hand. That included honouring 
the OCA president's list of 40 personal 


pan's Foreign Ministry was largely silent, 


saying only that it wanted the sports or- | 


ganisation to resolve the problem itself. But 
Taiwan’s office in Tokyo reported that the 
Japanese Government was quietly asking 
politicians with links to Taiwan to per- 
suade Lee not to attend. 

In a presidential statement issued just 
before the Chinese-Taipei Olympic Com- 


mittee received notice of the OCA’s deci- | 


sion, Lee was quoted as saying: "Under 
international Olympic Committee rules, no 
one can use the excuse to treat this event in 
a political way." Yet politics were in play 
on all sides. 

From Taiwan’s point of view, one posi- 
tive result of the Asia Games ploy has been 





| | t should have been a winning combina- 


JAPAN 


Losing 
Team 


. Government candidate 


guests, say Taiwanese sports officials. Ja- 


humiliated in local poll 





By Charles Smith in Tokyo 





tion. All three parties in Japan's ruling 

coalition banded together to back a sin- 
gle candidate in Aichi prefecture, the set- 
ting for a by-election to fill a vacant seat in 
the Upper House. Instead, the result was a 
major embarrassment. The first national- 
level electoral test since the current gov- 
ernment took office in June ended in a dis- 


| mal loss for its candidate, Jiro Mizuno. 


. defeat, and I accept the 


to draw out support for Taiwan in Japan. | 


Several former Japanese cabinet officials 
endorsed Lee's travel plans, including а 
former minister of justice and several mem- 
bers of the Diet who flew to Taipei to en- 
courage him. Parts of the Japanese press 
which had kept their distance from Tai- 
wan in the past also showed guarded sup- 
port for Lee, say Japanese observers in Tai- 


pei. These included the Yomiuri Shimbum, — 


Japar's largest circulation daily. 

In a rare show of solidarity at home, a 
majority of Taiwan's lawmakers rallied be- 
hind the president. A petition to the Japan- 
ese Government, endorsed by a majority 


of lawmakers, asked Tokyo not to inter- | 


fere. The petition observed that "your 
country seems ready to give in to China's 
threat of creating a ‘political storm’” over 
the invitation. Taiwan and Japan should 


cooperate “to spread the idea that politics | 


not pollute sports" the petition urged. 
Advocates of Taiwan's independence in 


the legislature have been the most active in | 


supporting Lee's attendance at the games. 
“If there are unfair issues in international 
diplomacy, the Taiwanese people should 
stand up and fight,” says opposition law- 
maker Annette Lu. "If we accept and sur- 
render, then it means China succeeds. I 
don't think we should surrender so soon." 

Lu is planning a series of protests in 
Tokyo and New York in the next few 
weeks, accompanied by other opposition- 


party supporters. She argues that in ex- | 
| in politics — or at least in the major politi- 
ignored the Asian Olympic charter. This | 


cluding Lee from the games, the OCA has 


guarantees the equality of members and 
safeguards equal access to teams and their 
representatives. "The OCA is violating its 


own rules," she says. п 
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"Ihe government suffered a crushing 


result humbly,” Prime 
Minister  Tomiichi 
Murayama told re- 
porters when the re- 
sults of the September 
10 poll came in. 
Murayama had 
reason to be dejected. 
Two other features of 
the poll were a low 
voter turnout and the 
relative success of in- 
dependent candidates. 
Both suggested voters 
were exasperated with 
the political parties 
that make up the coali- 
tion government, an 
alliance that effectively 
buried the ideological debate in Japanese 


ruling coalition. 


politics. 
In addition, the campaign performance 
of the coalition partners — Murayama's 


leftwing Social Democratic Party of Japan, 
the conservative Liberal Democratic Party 
(LDP) and the reformist Sakigake group — 
augured poorly for their ability to cooper- 
ate at local level in future elections. 

“The Aichi poll result may be good 
news for [Ichiro] Ozawa," says a Western 
diplomat, referring to the opposition poli- 
tician who is trying to put together a single 
party to challenge the government. "But 
taken in conjunction with the poor turnout 
figures at last year's general election, it sug- 
gests a sharply declining public confidence 


cal parties." 

The Aichi election was a triumph for 
the nine smaller parties forced into opposi- 
tion when Murayama formed his coalition 
government in June. The winner, former 
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Murayama: a ‘crushing defeat’ for the 


Labour Ministry bureaucrat Yuzuru 
Tsuzuki, collected 931,936 votes in a huge 
constituency that includes the important 
industrial city of Nagoya. Government can- 
didate Mizuno collected a miserable 
544,637. 

Third place went to a radio talk-show 
hostess, Makiko Suehiro, who attacked all 
the main parties and told voters they were 
being let down by the “men from Naga- 
tacho,” Tokyo's political district. Suehiro 
won 473,703 votes without the impressive 
campaign organisations enjoyed by candi- 
dates from major parties. 

Altogether, independent candidates col- 
lected 32% of the vote, compared with 25% 
for Mizuno. For political analysts, the only 
thing more indicative of voter disenchant- 
ment with the big parties was the low turn- 
out (43%). The reasons for apathy are obvi- 
ous enough. With Murayama's Socialists 
having renounced their ideological stance 
on issues such as defence and nuclear 
power, the campaign boiled down to argu- 
ments about personalities and money. 

Another lesson, analysts say, was that 
future elections may 
depend on the ability 
of parties’ grassroots 
electoral machines to 
cooperate. Though 
they were rivals for 
decades, the LDP and 
the Socialists have co- 
operated smoothly at 
national level since the 
Murayama cabinet 
was formed. Their lo- 
cal organisations in 
Aichi, however, ap- 
peared unable to do 
the same. 

The smaller parties 
supporting opposition 
candidate Tsuzuki, on 
the other hand, were 
able to smooth over their differences. The 
local chapters of the Democratic Socialist 
Party and the Komei (Clean Government) 
party ran an effective joint campaign, 
though they haven't always been on good 
terms. 

Dan Harada, a Tokyo-based lobbyist for 
Western companies, says this could be an 
important indicator for the next Lower 
House elections. Those will be the first un- 
der a reformed electoral system, to be in- 
troduced later this year, that will replace 
many traditional multi-seat constituencies 
with single-seat ones. Harada points oul 
that under those conditions, it will be es- 
sential for small parties to club together 
rather than run competing candidates. 

What is certain, however, is that Mura- 
yama now has no reason to call an election 
in the near future. "If the prime minister 
wants, he can hang on until July 1997. And 
if he has any sense, he may do just that," 
says an LDP insider. E 
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DIPLOMACY 


Joining Up 


India looks to strengthen ties with Asia 


By Hamish McDonald in New Delhi 

S ometimes a diplomat just has to be 
a party-pooper. When Pakistan’s 
envoy in Singapore heard visiting 

Indian Premier P. V. Narasimha Rao start 

to talk about the Kashmir dispute, he felt 

obliged to stand up and give Islamabad's 

version. 

The Pakistani diplomat had little chance 
of having the last word. He was duly put 
in his place by Lee Kuan Yew, Singapore's 
formidable former prime minister, who 
hosted Rao's lecture at the island's Insti- 
tute of Southeast Asian Studies. Discussion 
then returned to the rosy prospects for im- 
proved economic ties between India and 
Southeast Asia. Nevertheless, 
the clash made regional head- 
lines that stole attention from 
the substance of Rao's 
thoughtful speech. It also 
probably underlined many 
Southeast Asians' misgivings 
about taking India — or Paki- 
stan — as a regional partner. 

As Asian countries and 
others on the Pacific Rim try 
to firm up their trade and se- 
curity institutions, South Asia 
remains well outside the magic circle. De- 
spite expressing interest, India is still not a 
member of the Asia-Pacific Economic Co- 
operation (Apec) group or a dialogue part- 
ner of the new Asean Regional Forum, set 
up to discuss security issues. 

While there is growing appreciation in 
Southeast Asia for the economic reforms 
launched by Rao in 1991, India still carries 
troublesome unwanted baggage like the 
Kashmir dispute. Recalls J. N. Dixit, India's 
recently retired foreign secretary: "The 
Southeast Asians sometimes ask: “You are 
such big countries, fighting over such small 
pieces of territory. Why can't you rise 
above these things?" 

One of Dixit's last assignments was the 
"sectoral dialogue" meeting in January be- 
tween India and the six Asean members. 
The limited range of the dialogue — trade 
and investment, tourism and science and 
technology — shows Southeast Asia's 
wariness of engaging India on political and 
security issues. "If they take us as fully 
fledged partners on politics and security, 
Pakistan will automatically want the 
same," says Dixit. "Once both of us are in, 
it becomes a circus. They feel bound to 
raise Kashmir, we are bound to reply, and 
the rest of the group becomes totally fed 
up with the process." 
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alike on India and Apec. 





Rao was the first Indian 
prime minister to visit Singa- 
pore in 26 years. In his 
speech, he tried to dispel ap- 
prehensions left over from India’s defence 
build-up in the late 1980s, which for a time 
included the lease of a nuclear submarine. 
While appreciating that India could appear 
as “a large enigma” between the Asia-Pa- 
cific region and West Asia, Rao said alarm- 
ist views about Indian expansionism or its 
blue-water navy had no basis. Citing 
United States and Australian studies, Rao 
said his country’s defence spending was 
comparatively low and its force-projection 
capability limited. 

Although Indian officials say New 
Delhi maintains a “keen analytical inter- 
est” in Southeast Asian security issues like 
the South China Sea territorial disputes, 
Rao said India’s external security role 
would be limited to United Nations peace- 
keeping. The officials suggest that India’s 
best contribution to regional security is 
keeping itself stable. But in Hanoi earlier, 
Vietnamese Prime Minister Vo Van Kiet 
praised India’s “stabilising role,” suggest- 
ing that Vietnam, for one, sees India as 
helping to counterbalance or dilute China’s 
power. 

The momentum of India’s economic re- 
forms is also increasing its respect in a re- 
gion that is highly conscious of wealth. In 
the effusive Singapore welcome for Rao, 
Lee Kuan Yew went as far as to compare 
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Rao to Deng Xiaoping, China’s paramount 
leader and the architect of its economic re- 
forms. 

Rao hopes to capitalise on this new in- 
terest. “The Asia-Pacific could be the 
springboard for our leap into the global 
market place,” he said. India hoped to 
draw as much investment and cooperation 
as possible from Asia and the Pacific. But 
while Apec countries accounted for 45% of 
India’s exports and 30% of its imports, this 
trade was only 1% of total Apec trade, he 
said. Trade with Asean countries was also 
“minuscule.” He added: “Much more is 
possible and desirable. India therefore 
wants a real and sizable jump.” 

For their part, the Singaporeans hope to 
lead the region into India. During Prime 
Minister Goh Chok Tong’s India visit this 
January, Singapore companies entered a 
joint venture with the Tata Group to set up 
a US$150 million information-technology 
park near Bangalore. Since then, Singapore 
Airlines has been negotiating a joint-ven- 
ture domestic airline with Tata. The latest 
proposal is for a mini-Singapore urban de- 
velopment near New Delhi. 

Indian officials also say Singapore is 
looking favourably on India’s desire to join 
Apec, which currently has 18 members ex- 
tending from Indonesia to Chile. But with 
a three-year freeze on new memberships 
imposed at last November’s Apec summit _ 
in Seattle, India faces at least a two-year 
wait. Even then, there is debate among of- 
ficials and scholars within Apec countries 
about whether India really belongs in the 
grouping. 

Some think India is indisputably Asian, 
and has to be considered. Says Wisarn 
Pupphavesa, director for international eco- 
nomic relations at the Thailand Develop- 
ment Research Institute: “I think of Indians 
as Asian, although they are different than, 
say, the Chinese, who are more willing to 
compromise on business matters." A sen- 
ior Japanese Foreign Ministry official also 
notes: "Apec is about Asia, not just the Pa- 
cific Rim." 

But Yusuf Wanandi of Jakarta's Centre 
for Strategic and International Studies 
points out that the criteria for Apec mem- 
bership include location in the Asia-Pacific 
region and economic engagement with the 
region. Wanandi says India doesn't qualify 
on either count. Its chances of joining were 
therefore “limited,” though he doesn't rule 
it out somewhere down the road. 

"We've got to keep an open mind," 
Wanandi says. "It's not an impossible 
thing. The more compatible it [the Indian 
economy] becomes with the other econo- 
mies in the Asia-Pacific region, the more 
likely the relationship will develop." 

Wanandi says that with the end of the 
Cold War and the growth of a more out- 
ward-looking economy, India has begun to 
shed its negative image in recent years, at 
least in the eyes of its East Asian neigh- 
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George Bass’ Rolex travels back 55 centuries. 


Professor George Bass has been called 


the father of marine archaeology. 


In thirty years of diving for shipwrecks, 


none has proved more fascinating than the 
wreck of a Bronze Age trading vessel that 
sank off the Turkish coast 5,300 years ago. 
The oldest known wreck in the world, 
it les 150 feet below the surface of the 
Mediterranean. 
At these depths, Bass restricts himself 


and his divers to а maximum of twenty 


minutes at a time working on the wreck. 


Accordingly, he times every dive he makes 
with a Rolex Submariner. 


Depths of 150 


feet are unlikely to 





trouble a watch 


which is perfectly at 
home 1,000 feet below the surface. The 
massively strong Oyster case is sculpted 
from a solid block of metal, using as much 


as sixty tons of pressure. 
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self-winding movement that has taken a 


year to make, from the very first operation 


on the first tiny part through 
to final assembly by our 


craftsmen in Geneva. 





The movement is further 
protected by the Triplock winding crown. 
This ingenious device screws down on to 
the Oyster case, closing as 
securely as the hatch of a 


submarine. Finally, every single 





Submariner must undergo fifteen 
days and nights of rigorous testing at the 
hands of an Independent Swiss Institute, 
the Contróle Officiel Suisse des Chronométres. 

[t is an extraordinary process. But it 
helps explain why Rolex timepieces have 
accompanied their owners across the frozen 
wastelands of the Arctic and the burning 
deserts of the Sahara. 

And, in the remarkable example of 
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bours. Certainly, Indonesia's views have 
changed from only five years ago, when it 


| 


regarded India as a looming threat in the — 


Indian Ocean. 

A stronger welcome comes from Noor- 
din Sopiee, director-general of Kuala 
Lumpur's Institute of Strategic and Inter- 
national Studies and Malaysian member of 
the Apec Eminent Persons Group. "The 


question of India and Apec has, to my | 


knowledge, never been discussed among | 


the eminent persons group," Noordin 
says. 

“But I think it's logical that India should 
be considered for Apec; certainly that it 
should be integrated into Asia-Pacific 
dynamism," Noordin adds. "Why? It's a 
major player. Of course, India's a part of 
Asia. Where else can it be? I'd say it's defi- 
nitely looming larger, primarily because of 
its enormous economic potential." 

Other influential Malaysians, however, 





seem more wary. Witness former Finance | 


Minister Tun Daim Zainuddin's early-1994 
assertions that India had “great potential" 
but needed to get its act together because it 
had "too many strikes." 

A senior Thai official also implies that 
India has an economic apprenticeship to 
serve. Abhisit Vejjajiva, spokesman for the 
Prime Minister's office, praises India's de- 
mocracy and liberalisation, but suggests 
India should first work on its bilateral eco- 
nomic ties. “After bilateral ties, it would be 
logical that India would play a bigger role 
in regional and sub-regional groupings,” 
Vejjajiva says. "Membership in Apec right 
now is difficult because Apec has agreed 





| which, 


not to allow in new members for the time | 


being." 
The Northeast Asian countries tend to 


be much more reluctant to countenance | 
Indian membership of Арес. In large part | 


this has nothing to do with India's merits, 


just a worry that Apec is getting too un- | 


wieldy to be useful. In Taiwan, officials say 
adding new members at this point — espe- 
cially ones so far flung — would make it 


even more difficult for Арес to accomplish | 


anything. The addition of Chile and Papua 
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| Filipinos against abortion: their Saon à was нса! at the ент conference. 


Growing Pains 








By Rahul Singh in Cairo 








civilisations of mankind flowered some 

5,000 years ago. As improved agricul- 
ture increased the food supply, the popu- 
lation boomed. Then followed refinements 
in the social organisation of the population, 
coupled with technological 
progress, enabled the pharaohs to build 
their pyramids and temples. So it was ap- 
propriate that the Egyptian capital of Cairo, 
with its reminders of the past, was the 
venue for the third International Confer- 


| t was in Egypt that one of the first great 


| ence on Population and Development 





New Guinea has been welcomed, but some | 
academics believe that should be the ex- | 


tent of new admissions for the rest of the 
decade. 


Japan is mildly favourable towards | 
membership for the South Asian countries, | 


but is not pushing their case. Instead, it 
wants to put in proteges Mongolia and 


Peru. Seoul, meanwhile, sees the Asean Six | 
as already overly influential in view of | 


their relative size among Apec's total mem- 
bership. Indian membership is a "delicate" 
issue because of this, officials in Seoul say. 





“We're more interested in deepening the | 
Арес process than widening its member- : 


ship now," says Kim Ui Taek, head of the 
Foreign Ministry's Asia-Pacific division. "It 
has yet to produce some tangible achieve- 
ment to justify its foundation." ж 
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(ICPD), where nothing less than the demo- 
graphic future of the world was debated. 

Despite the success of some countries in 
stabilising their numbers, the world's 
population is growing at an unprecedented 
rate. In many areas this growth is causing 
irreversible ecological damage and eating 
into economic gains. The global population 
is increasing by 90 million annually, and 
over 95% of the increase is taking place in 
the poorest nations. The fastest rise has 
been in Africa, whose population has risen 
by 3% a year. Economic growth on the con- 
tinent, however, has averaged only 1% a 
year. 

At the Rio de Janeiro "Earth Summit" 
two years ago, the population issue was 


barely mentioned. The focus there was on 
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. Cairo conference debates world’s demographic future 


the linkage between the environment and 
development. In Rio the rich countries 
tended to talk about deforestation and the 
destruction of tropical forests. The poorer 
countries of the South, meanwhile, empha- 
sised wasteful consumption in the Western 
world. 

The Cairo conference took the process 
started in Rio further, perhaps most sig- 
nificantly in the enhanced participation of 
women in the family-planning debate. In- 
deed, the main achievement of the confer- 
ence probably was the recognition that the 
answer to the problems of population lay 
not in narrow demographic goals, as had 
been the conventional wisdom, but in ad- 
vances in health care, education, and above 
all, the empowerment of women. 

One reason population didn't figure on 
the agenda at Rio was the then administra- 
tion of U.S. President George Bush. Like 
his predecessor, Ronald Reagan, Bush was 
under pressure from the “pro-life” lobby 
not to support family planning. Indeed, the 
United States Government had withdrawn 
financial aid to the United Nations Popula- 
tion Fund (UNFPA) because of the assist- 
ance the latter was providing to China's 
allegedly coercive population programme. 

By the time of the Cairo meeting, things 
had changed. One of the first acts of the 
Clinton administration was to restore as- 
sistance to the UNFPA and to come out 
strongly in favour of family planning. And 
by sending Vice-President Albert Gore 
an expert on environmental and popula- 
tion issues — to the Cairo meeting, Wash- 
ington sent a clear message that it was now 
standing firmly on the side of those coun- 
tries trying to stabilise their numbers. 
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The World Bank was another major 
player in Cairo. In his address to the con- 
ference, Bank President Lewis Preston said: 
“If we do not deal with rapid population 
growth, we will not reduce poverty — and 
development will not be sustainable." He 
went on to add that a billion people sur- 
vived on only US$1 a day, 2 billion people 
were without clean water and 3 million 
children died each year from malnutrition. 

“And yet,” Preston said, “population in 
the developing countries will increase 
more during this decade than ever before. 
South Asia’s population will grow by two 
thirds. Sub-Saharan Africa’s will more than 
double. Who will feed and house the addi- 
tional numbers? How will they be edu- 
cated and employed? And what will be 
done to relieve the inevitable stresses on 
the environment?” 

The three priorities Preston listed were: 
first, basic health care; second, girls’ educa- 
tion; and third, access to family-planning 
services. “An educated woman is more 
likely to delay marriage, space her preg- 
nancies, and have fewer and healthier chi- 
Idten,” he declared. “She is 
also likely to earn more if 
she works and to invest 
more in her children’s 
education. Yet, nearly 100 
million girls are currently 
denied education.” 

Turning to the costs in- 
volved in tackling the 
population programme, 
Preston estimated that a 
basic preventive health- 
care package, covering 
maternal and child health, 
could be provided at an 
annual cost of US$8 per 
person in the poorest 
countries. Raising the pri- 
mary-school enrolment 
rate of girls to match that of boys would 
cost just US$1 billion — “or only 2% of 
annual education spending by the deve- 
loping world.” Preston estimated that for 
the implementation of the conference's Pro- 
gramme of Action, the requirement was 
about US$10 billion by 2000. 

Heading the American delegation was 
Timothy Wirth, the undersecretary of state 
for global affairs, population and environ- 
ment. He pointed out that the U.S. is the 
biggest contributor to international family- 
planning programmes. It has given US$600 
million this year, 50% more than it did in 
1993. Wirth added that the Japanese Gov- 
ernment had also increased its interna- 
tional funding for population and Aids 
prevention, to US$400 million this year 
from US$40 million last year. 

If funding did not cause too many 
problems in Cairo, the same could not be 
said about abortion, reproductive health 
and adolescent sexuality, which turned 
out to be the most contentious issues in 
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Gore’s presence was a Clear 
message from the U.S. 


the conference. 

The Vatican had made its anti-abortion 
line clear at least three months before the 
conference opened. It had also objected to 
the reference in the Plan of Action to the 
need for sex education. In this, it had been 
initially joined in an unusual alliance by 
some of the Islamic countries. As the con- 
ference progressed, however, the Vatican 
became more isolated. 

Nafis Sadik, secretary-general of the 
conference and the head of UNFPA, ex- 
plained that the Plan of Action did not ad- 
vocate abortion as a means of birth control, 
only that family-planning services should 
be provided to women. It has been esti- 
mated that around 30 million women 
worldwide become pregnant each year as 
a result of contraceptive failure. Of this 
number, half seek an abortion. And from 
250,000 to 300,000 women die every year 
from unsafe abortions. 

China, one of the countries most suc- 
cessful in curbing its population-growth 
rate, adopted a very low profile at the con- 
ference. This was probably because the 
abortion issue became so 
contentious. China is one 
of the very few countries 
in the world which uses 
abortion as a family-plan- 
ning method — though it 
officially denies it. Wide- 
spread reports of coercive 
policies and female infan- 
ticide arising from its rig- 
orously enforced “one- 
child” policy might also 
explain why it stayed out 
of the limelight. How it 
will face these issues at the 
Beijing Conference on 
women next year remains 
to be seen. 

Asked the reason for 
the success of her country’s family-plan- 
ning programme, Zou Xiao Hiao, a mem- 
ber of a non-government organisation in 
the Chinese delegation, replied: “It is not 
because of abortion but because of our pro- 
gramme of education and health and mak- 
ing family-planning services available 
widely. If we had not controlled our popu- 
lation, our economic development would 
have been undermined.” 

Gita Sen, a professor of economics from 
the south Indian city of Bangalore and a 
member of the women’s-rights group 
Dawn, thought there had been a change of 
direction in the population debate. “We 
have moved away from the old scare tac- 
tics of the population bomb or the popula- 
tion explosion,” she said. The focus now, 
she added, was on “raising the status of 
women, making family services available 
to them and ensuring that the children they 
have are born healthy, in clean surround- 
ings, so that they have better chances of 
living to a ripe old age.” = 
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Declining yields could spell trouble. 


Food for 
Thought 


Too many people can 
hamper development 








By Rahul Singh in Cairo 








he English economist and demo- 
| graphic doomsday-predictor, Tho- 
mas Robert Malthus, was on many 
minds during the just-concluded Interna- 
tional Conference on Population and De- 
velopment (IPCD) in Cairo. In 1798, in his 
famous "Essay on Population," he wrote: 
“The period when the number of men sur- 
pass their means of subsistence has long 
since arrived." In Malthus' day, the total 
population of the world was 900 million, 
as much as that of India alone today. 

For much of recorded history, the popu- 
lation of the world has remained fairly sta- 
ble, with births and deaths roughly cancel- 
ling each other out. It is estimated that at 
the time of Julius Caesar there were 250 
million people on the globe. At the end of 
World War II, there were 2.5 billion. To- 
day, our earth supports 5.6 billion people, 
with 90 million being added annually. 

As United States Vice-President Albert 
Gore put it: “It had taken some 10,000 gen- 
erations for the world's population to reach 
2.5 billion. Yet, in only the next generation, 
less than 50 years time, the numbers have 
more than doubled to close to 6 billion. 
How long can this go on?" 

That is the question that plagues de- 
mographers and governments in the de- 
veloped. and developing worlds alike. 
There are two sides in this debate. One 
maintains that the world can support many 
more human beings, and that technologi- 
cal advances will continue to enhance the 
general quality of life for increasing num- 
bers of people. Opponents maintain the 
world has had it good so far because in- 
creases in food production — thanks espe- 
cially to the "Green Revolution" — have 
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CATHAY PACIFIC 


Introducing a new look for the airline 
at the heart of Asia. 


EE ENTERING А NEW ERA 

Cathay Pacific is proud to introduce its new flying colours. 
A fresh new look celebrating the spirit and energy of 
modern Asia, inspired by the innovation and flexibility 
that sets this region apart. It signals an overall pro- 
gramme of changes aimed at making flying easier and 
more comfortable whenever you travel with us. 


Will ASIA'S RAPID GROWTH 


Our home, Hong Kong, is at the centre of the world’s most 
dynamic econ- 
omies. A fact 
which leads us 
tomove quickly 
in anticipating 
and responding 
to the growing 
needs of our 





passengers. The 
expansion of our services tells its own story. From our first 
take-off nearly 50 years ago we now operate over 650 
flights a week to and from Hong Kong, carrying 
passengers to every part of Asia and around the world. 


ШИШ OUR NEW FLYING COLOURS 









ШШ A REFRESHING CHANGE 


Our striking new 
‘brushwing’ logo 
embodies the 
spirit of our new 
look. An elegant 
evocation of a 
bird's wing in a 
natural and 
free-flowing 
calligraphic style; 
it Is designed to 
reflect our attention to detail as well as the caring, 
responsive nature of our service. It is both interna- 
tional and uniquely Asian. In short, the perfect 
contemporary symbol for Cathay Pacific. 


EUM THE INSIDE STORY 


The changes to our livery go more than skin deep. 
We are already introducing luxurious new inte- 
rior fabrics, that form part of completely new 
cabin environments. Nowhere is this more evi- 
dent than in our all-new Business Class, which we 


The familiar green and red colours of Cathay Pacific have been maintained but they are 
now in more contemporary shades - richer and more dynamic; while our name itself 
appears in a unique new typeface. 
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will first introduce 
on our 747-400 
fleet. It features 
a completely 
redesigned seat: 
uniquely flexible 
and adjustable, 
allowing you to 
travel in complete 
comfort. What's 





more we're also 
installing advanced 6-channel personal TVs that 
will, on our longest flights, allow you the choice 
of up to 40 hours of the latest entertainment. 


NEM EXCELLENCE IN THE AIR 


We are commencing a major fleet replacement 
programme with the delivery of some of the world's 
most advanced aircraft. Within Asia we will introduce 
the first Rolls-Royce powered Airbus A330, in 
February 1995. And, from November of this year on 
long-haul routes, the Airbus A340 will provide even 
more non-stop services. In addition, we will be 
the first airline 
in the world 
to operate à 
Rolls-Royce 
powered long- 
haul Boeing 
77/7, being 
introduced in 
1996. Overall, 
a major invest- 





ment in new 


You will find our new colours on the ground too: 
at ticket offices and in Cathay Pacific airport lounges 
around the world. However, the changes to our 
appearance will not happen overnight, but rather will be 
introduced gradually in an environmentally and 
financially responsible way. The entire process, from tail- 
planes to luggage tags, will be taking effect over the next 


four years. 


aircraft that will make our fleet one of the young- 


est and most sophisticated of any in the world. 


ШШ THE MOST CONVENIENT 
NETWORK IN ASIA 


We offer the most frequent and flexible connections 
within Asia of 
any airline. With 
a network that 
covers 30 cities 
around the re- 
gion and the 


convenience of 





direct. connect- 
ionsinto 15 cities in China with our sister airline Dragonair. 
Ofcourse we also offer the most non-stop services to major 
cities in Europe, Australasia, South Africa and North 
America. In all, a global route network spanning 42 
destinations in 26 countries. 


Ml SERVICE THAT COMES FROM 
THE HEART 


We are introducing a new 
theme in our advertising: 
The Heart of Asia. Like 
our new livery it is de- 
signed to better reflect 
both our history and our 
commitment to the future 


ofour home, Hong Kong. 





[t is a statement of the 
values that have always been at the core of Cathay 
Pacific - warmth, flexibility and trust. And a promise 
that everything we do, we do from the heart. 
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outpaced population growth. With world 
food production now declining again, they 
say, expect trouble before long. 

The question of food production not- 
withstanding, there was little doubt in the 
minds of most of the experts in Cairo that 
the lowering of population-growth rates 
has a direct connection to greater economic 
development and the removal of poverty. 
Those countries that have been successful 
in stabilising their population growth are 
the ones that have registered the highest 
economic growth. Conversely, those that 
have not done so have languished eco- 
nomically. 

Thailand, Indonesia and Malaysia, not 
to speak of Taiwan and South Korea, have 
all witnessed spectacular growth in the last 
two decades — precisely as fertility rates 
(the average number of children a woman 
has in her reproductive years) were plum- 
meting. 

In Thailand, for instance, it is estimated 
that the country's population would have 
totalled 67 million in 1988, instead of 54 
million, if there had been no family-plan- 
ning programme. "Preventing 13 million 
births gave the government the opportu- 
nity to reallocate the budget, from having 
to provide education and medical care for 
those 13 million children to investing the 
money instead in economic development, 
which in turn gave a higher income and 
better quality of life to the average Thai 
family," says Patama Bhiromrut, an expert 
in the family-health division of the Thai 
Ministry of Public Health. Indonesia's ex- 
perience has been similar. 

In the 1940s and 1950s, many newly in- 
dependent countries imagined that a larger 
population meant more resources and 
greater "power." That was how China's 
Mao Zedong saw it, as did most of the then 
military regimes in Latin America and 
Southeast Asia. "We can easily support 250 
million people," the late Indonesian Presi- 
dent Sukarno used to say. 

"How wrong he was!” exclaims Har- 
yono Suyono, Indonesia's charismatic min- 
ister for population, who has been the 
moving spirit behind his country's success- 
ful population-stabilisation programme. 
“Indonesia has shown that a voluntary 
family-planning programme can, with tact 
and diplomacy, succeed even in a largely 
Islamic country, leading to greater eco- 
nomic and social development," he says. 

The alternative can be chilling to con- 
template. At current rates, according to 
several estimates, the world's population 
will increase to 10 billion by 2050. Almost 
the entire increase, some 97% of it, will take 
place in the poorer countries — and two 
thirds of that will take place in these coun- 
tries' cities. India, with a projected 1.4 bil- 
lion inhabitants, is expected to surpass 
China as the most populous nation in the 
world. Nigeria will have 285 million peo- 
ple and Pakistan 259 million. The Philip- 


pines, Iran, Zaire, Vietnam and Mexico will 
all see their populations pass the 100-mil- 
lion mark. 

Mexico City, Sao Paulo, Cairo, Karachi, 
Bombay, Calcutta, Dhaka, Jakarta and 
Bangkok — to name only a few of the most 
populous cities — will become even more 
polluted, crime-ridden and unmanageable. 
Currently, between two thirds and three 
quarters of the population in developing 
countries lives in rural areas; the rest are in 
towns and cities. In the next 30 years, how- 
ever, those proportions will be exactly re- 
versed, demographers predict. 

"The mass migration of people from the 
countryside into the cities that has been 
going on for decades will only worsen as 
the years pass," says Wally N'dow, secre- 
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tary-general of the United Nations Confer- 
ence on Human Settlements. “With cities 
already busting at the seams, the dire con- 
ditions in many of the world’s urban areas 
are bound to deteriorate all the more as 
people continue to pour in.” 

Paul Ehrlich, author of The Population 
Bomb, predicted in 1966 that “some time 
between 1970 and 1985, the world will un- 
dergo vast famines — hundreds of millions 
of people are going to starve to death.” So 
why haven't such dire predictions come 
true? Because "the food situation has im- 
proved dramatically for most of the 
world's consumers," answers a World 
Bank report, The World Food Output pub- 
lished in November 1993. "World output 
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of cereals, the main food for most consum 
ers, has increased by 2.7% per annum sinc 
1950, while population has grown by abov 
1.9% per annum," the report says. "Thi 
has allowed per-capita calorie consum 
tion in developing countries to increase b 
about 27% since the early 1960s." 

Take India, for instance. When it b« 
came independent in 1947, the country’ 
foodgrain production was 55 million tor 
nes a year. Today, it is 180 million tonne: 
more than three times as much. Mear 
while, the population has risen to aroun 
900 million, only about double. The sam 
pattern has been repeated in Pakistan, Ir 
donesia, the Philippines and China. 

These spectacular advances in food prc 
duction were made possible by bringin 
more forest land under agriculture — an 
by the increased yields that came with th 
Green Revolution. Eminent Indian agricul 
tural scientist M. S. Swaminathan, who ha 
headed the International Rice Research Ir 
stitute in the Philippines, says only abou 
8% of the rise in food production in the las 
half-century has come from expanding th 
cultivated area, while 929; has come fror 
higher yields per hectare. 

The main inputs facilitating these highe 
yields, according to Swaminathan, wer 
"new crop varieties, increased use of ferti 
lisers and biocides, and a large increase i 
irrigated area, at about 3% per annum fror 
1950 to 1980." In both the Indian state c 
Punjab and in Egypt, a yield of six tonnes 
hectare is being obtained in good wate 
and soil conditions. Before the Green Revc 
lution, the yield from the same land wa 
between one and two tonnes. 

But Swaminathan adds a word of cau 
tion: "Even if food is available on th 
market, the poor will have no access to i 
unless they have opportunities for remu 
nerative employment." He also points ou 
that more than 15% of the world's goo 
farmland is being degraded by a variety o 
human-induced causes, and nearly 20% с 
farmland in South and Southeast Asi 
remains unproductive due to salinity 
alkalinity, water-logging and topsoil ero 
sion. 

Lester Brown, president of the World 
watch Institute, a respected environment 
research group that publishes the authori 
tative State of the World report, strikes . 
similar note. “Much of the world is bette 
fed than it was in 1950," he concedes. "Bu 
that period of improvement is endin; 
rather abruptly." Brown points out tha 
since 1984, world foodgrain production pe 
capita has fallen by 1% a year. With n 
biotechnical breakthrough in sight simila 
to the discovery of high-yielding strain 
that launched the Green Revolution, h 
forecasts trouble on the food front befor 
this decade is out. 

Swaminathan agrees: "It could be tha 
the prediction of Malthus was not wrong 
only postponed." I 
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POPULATION 


Agents of Change 


Women take centre-stage at Cairo conference 


merican actress and fitness guru 
A Jane Fonda was there. So was Bena- 

zir Bhutto, prime minister of Paki- 
stan. Bhutto’s compatriot, Nafis Sadik, 
head of the United Nations Population 
Fund and the most senior woman official 
in the UN set-up, was another presiding 
deity. On September 5-12, the city of Cairo 
was host to some of the most influential 
women in the world, all gathered for the 
International Conference on Population 
and Development (ICPD). 

Not present in Egypt were the under- 
nourished mothers and overworked wives 
for whom Cairo was just an- 
other name. But ultimately, 
these were the women that 
the conference was all about, 
and their cause was heard 
loud and clear. “The empow- 
erment and autonomy of 
women and the improve- 
ment of their political, social, 
economic and health status is 
a highly important end in it- 
self,” said the ICPD’s Pro- 
gramme of Action. The con- 
ference made clear that de- 
velopment, environmental 
protection and population 
stabilisation are all inextrica- 
bly linked to an improve- 
ment in the status of women. 

Indeed, women occupied 
centre-stage in Cairo. This was made espe- 
cially apparent by the huge turnout at the 
forum of non-government organisations 
(NGOs), held a stone’s throw from the main 
conference centre. There, some 7,000 
women from every corner of the globe, 
particularly Asia, Africa and Latin 
America, gave powerful testaments of their 
experiences and engaged in highly charged 
and emotional debates. “The influence of 
the NGO forum on the main conference is 
turning out to be decisive,” said Jyoti 
Singh, a senior UN Population Fund offi- 
cial. 

Fonda, who with her husband, CNN 
chief Ted Turner, is a vigorous proponent 
of the family-planning cause, spoke on the 
second day of the forum. “When a woman 
is educated,” she told a packed hall, “she 
gains status, she is able to earn and she 
makes sure that the children she has are 
healthy. It makes demographic sense to in- 
vest in women.” 

The American actress went on to de- 
scribe how in Bangladesh, thanks to the 
innovative credit policies of the Grameen 
Bank, tremendous progress had been made 


28 


Bangladesh credit group: enhanced role for women. 


in improving the status of women and in 
furthering family planning. Some 40% of 
Bangladeshi women now use some form 
of modern contraception, compared to just 
576 two decades ago. As a result, annual 
population growth has dropped to just 
over 2% from more than 3%. 

Pakistan's Bhutto faced strong Islamic 
fundamentalist opposition to her attend- 
ance at Cairo. She nevertheless came out 
strongly in favour of family planning, 
though she took the traditional Muslim 
stance against abortion. Bhutto was the 
only Muslim woman leader to attend the 





conference; Khaleda Zia of Bangladesh 
and Tansu Ciller of Turkey stayed away 
after initially saying they would take 
part. 

Bhutto went on to say unequivocally 
that "Pakistan cannot progress if it cannot 
check its rapid population growth." She 
pointed out that in the last 30 years, her 
country's population had risen by 50 mil- 
lion to its current figure of 126 million. “In 
1960, there was one acre of land per person 
in Pakistan; today, there is one acre of land 
per 2.5 persons." She also took a swipe at 
both the Vatican and the fundamentalists 
in her own country when she declared: 
"Leaders are not elected to allow a nar- 
row-minded minority to dictate an agenda 
of backwardness." 

But amidst all the positive hoopla, the 
Cairo conference also highlighted just how 
long a road must be travelled before the 
status of women can be improved, espe- 
cially in poor countries. The same day that 
Fonda spoke, delegates listened in shocked 
silence as a Mexican described how she 
gave birth to a still-born child and was 
sterilised without her consent while under 
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anaesthesia. A woman from India spoke of 
the forcible hysterectomies conducted on 
mentally handicapped women in a govern- 
ment-run hospital near Bombay. 

Indeed, the figures on female neglect 
are appalling. As many as 86 million girls, 
have no access to education. Close to 
300,000 women die every year world-wide 
from unsafe abortions. Between 85 and 114 
million women have suffered genital muti- 
lation. 

Studies in 12 of the world's poorer 
countries showed that women consistently 
work longer hours than men. In the Indian 
state of Uttar Pradesh, women spend as 
much as five hours a day searching for 
firewood. Protein-energy malnutrition is 
four to five times more prevalent among 
girls than boys in India. And even in a rich 
country like Japan, almost 60% of the 
women surveyed have reported physical 
abuse by their male partners. 

But governments are inch- 
ing forward in empowering 
women, usually as a result of 
pressure from increasingly 
vocal and influential wom- 
en's groups. And last year 
the UN's Development Fund 
for Women began informa- 
tion and training workshops 
in South Korea, Senegal and 
China to prepare women's 
groups to take leadership 
roles. 

In Pakistan, the Aurat 
Publication and Information 
Service Foundation, an NGO 
that creates alternative infor- 
mation systems for women's 
advancement, has an innova- 
tive radio programme in La- 
hore. In it, the heroine deals with fertilisers 
and pesticides and gets credit at a local 
bank, all roles traditionally viewed as the 
prerogative of the male. 

In Bangladesh, an NGO, the Bangladesh 
Women's Health Coalition, operates 10 
clinics serving over 100,000 women a year. 
They provide high-quality health care, a 
wide choice of birth-control methods and 
early termination of unwanted pregnan- 
cies. Says Sandra Kabir, who has been ac- 
tive in the NGO field in Bangladesh for over 
two decades: "No woman enjoys abortion, 
but it is our responsibility to make abor- 
tion safe when it is required." 

Ultimately, the message of the Cairo 
conference was that women's empower- 
ment is essential to alleviation of poverty 
and population stabilisation. UN Popula- 
tion Fund chief Sadik put it this way: "As 
many countries have now demonstrated, 
higher literacy, better health and slower 
population growth are the best basis for 
economic development. And the fact is that 
none of these aims can be achieved with- 
out involving women as actors and agents, 
as well as beneficiaries." ш Rahul Singh 
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Mahathir 


Hazy Days 


n't miss at the next general election. 





Opposition's prospects in upcoming polls look gloomy 





By Rodney Tasker in Kuala Lumpur 


uala Lumpur has been labouring 
K under a thick grey haze in recent 

weeks, and the atmosphere among 
Malaysian opposition politicians isn't 
much different. Improbably, both condi- 
tions can be traced to much the same 
source. Blame for the haze is pinned on the 
pollutants pumped into the air by the re- 
gion's booming factories and the thou- 
sands of new cars flooding onto the capi- 
tal’s streets. Those familiar icons of the 
country's breakneck economic growth also 
symbolise why the government is virtually 
certain to win another overwhelming man- 
date at the imminent general election. 

"This time, the elections will be a very 
hard battle for us," says Lim Kit Siang, who 
heads the Democratic Action Party (DAP) 
and is leader of the opposition. "People are 
saying that the Barisan Nasional [ruling 
National Front coalition] can't lose. I agree 
that as far as the terrain is concerned, it's 
an auspicious time for them." 

The Front's dominant partner is the 
United Malays National Organisation 
(Umno), headed by Prime Minister Datuk 
Seri Mahathir Mohamad. Although the 
Front's term doesn't expire until December 
1995, the country's political parties are al- 
ready gearing up for a poll. Most analysts 
in Kuala Lumpur are guessing that elec- 
tions will be held by early 1995. 

The National Front has ruled the coun- 
try since independence in 1957. It swept 
the last election in 1990, winning 127 of the 
180 parliamentary seats. Since then, Malay- 
sians have continued on their remarkable 
road to prosperity. Economic growth of 
8.5% in the second quarter of this year ex- 
tended a five-year period of similarly 
buoyant expansion. 

For many analysts, credit for the coun- 
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try's economic success 
story goes largely to Ma- 
hathir. He had lead an ag- 
gressive push for develop- 
ment that envisions Ma- 
laysia achieving fully in- 
dustrialised status by 2020. 
As prime minister for 
more than 13 years, he is 
now overtaking the record 
of Malaysia's first premier, 
Tunku Abdul Rahman. 
Although he is approach- 
ing 70, however, Mahathir 
shows no signs of slowing 
his own or the country's 
pace, and seems set on 
serving at least one more five-year term. 

The complexities of Malaysia's multi- 
racial electorate mean the healthy state of 
the economy is only one of a number of 
factors Mahathir will weigh in deciding 
when to call an election. A senior Umno 
politician familiar with Mahathir's think- 
ing said in an interview: "Mahathir reads 
the Malay mind well... the Malays don't 
care whether the economy is good or bad." 
It is the 30% minority Chinese-Malaysian 
community that is more concerned with 
economic conditions, the politician argues. 
Because the Malay vote is crucial, he adds, 
Mahathir's decision on an election date is 
likely to focus more on political than eco- 
nomic considerations. 

Most political analysts in Kuala Lumpur 
agree that there are two major issues which 
Mahathir would like to resolve before call- 
ing an election. The more sensitive one is 
the current crackdown on Al-Arqam, a 
Muslim fundamentalist sect. The group 
boasts at least 10,000 followers in Malaysia 
and many others overseas; it is accused by 
the government of spreading deviationist 
Islamic teachings and of increasing politi- 
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Lim will seek control of 
Penang state assembly. 


cal militancy. Al-Arqam's leader, Ashaari 
Muhammad, is currently being detained 
indefinitely in Kuala Lumpur under the 
country’s Internal Security Act. His wife 
and three aides are also being held. 

The issue is a hot potato for the govern- 
ment because of Islamic sensitivities 
among the Front's core Muslim Malay sup- 
porters. The fact that Al-Arqam has been a 
peaceful, economically industrious group 
throughout its 16 years' existence also calls 
for delicate handling. Even some senior 
Malay members of Mahathir's government 
are widely believed to be concerned about 
Ashaari's detention. As a senior Umno of- 
ficial said: "You don't wipe out religious 
beliefs by arrests." 

The other major political issue exercis- 
ing the Umno leadership is allegations sur- 
rounding one of its senior officials, Tan Sri 
Abdul Rahim Tamby Chik, who is chief 
minister of Malacca and leader of the pow- 
erful Umno Youth wing. Rahim has been 
struggling for his political life since allega- 
tions surfaced in late Au- 
gust that he had had sex 
with a 15-year-old school- 
girl. 
Rahim, who has been 
Malacca's chief minister 
since 1982, became Umno 
Youth leader in party elec- 
tions in 1993. During those 
polls, he supported Datuk 
Seri Anwar Ibrahim, now 
the deputy prime minister 
and Umno deputy presi- 
dent, in his battle with 
then deputy premier Gha- 
far Baba. 

Initially, Rahim stone- 
walled against the allega- 
tions. At the time, that stance won support 
from Umno leaders, who said police inves- 
tigations into the case must take their 
course. But his position soon became un- 
tenable. His application to take indefinite 
leave from all his party and administrative 
posts was accepted by the Umno Supreme 
Council, headed by Mahathir, on Septem- 
ber 8. 

Rahim had earlier been "temporarily" 
eased out of the Umno Youth leadership in 
a move clearly orchestrated by Anwar, a 
former Youth leader and now Mahathir's 
heir apparent. The wing's new leader, 
Nasri Aziz, saw Anwar before the Umno 
Youth executive council decided in 
Rahim's absence to ask him to step down. 

Rahim, in turn, met Anwar before ac- 
cepting the decision. He left for Jakarta 
with his family after the Supreme Coun- 
cil’s decision on his posts. 

Whether or not he is ever charged with 
any offence, Rahim has clearly been con- 
signed to the political wilderness. The 
Umno leadership evidently wants to 
present an image to the voting public of a 
party unafraid to move against its own if 
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the circumstances warrant. Foreign Minis- AFGHANIS TAN 


ter Datuk Abdullah Badawi, an Umno vet- 


eran, said in an interview: “If you look at — 
Umno's background, when something se- · 
rious has happened — something bad has | 


happened — and it implicates an Umno 
leader or a government leader, action has 
always been taken.” 

Opposition parties will undoubtedly at- 
tempt to exploit the Rahim issue to throw 
mud at the Umno juggernaut in the run- 
up to the election. Even Mahathir conceded 
after announcing the Supreme Council's 
decision that: “То the DAP, it is very good 
meat to chew on." 

Sure enough, DAP leader Lim said 
shortly before the council's decision: "From 
my point of view, the longer [Rahim] stays, 
the better." But by the time Parliament re- 
convenes in mid-October, he conceded, 
"the case will be academic." 

Lim's party, which has only 20 seats in 
Parliament, needs all the ammunition it can 
get. The mainly Chinese-based DAP is look- 
ing to broaden its appeal in the coming 
polls, and is seeking to attract Malay sup- 
port for its platform of human rights, a free 
press and fuller democracy. 

Among other opposition parties, Se- 
mangat '46, led by Umno renegade Tunku 
Razaleigh Hamzah, has just eight MPs, 
while the theologically based Parti Islam 
(Pas) has seven. The Rahim and Al-Arqam 
issues, however, play into Pas’ hands in its 
battle for the moral high-ground in Malay 
politics. The party is campaigning on a 
theme of bringing “moral integrity” into 
the national leadership, Pas spokesman 
Subky Latiff said. The party also appears 
interested in expanding beyond its Malay 
base. Pas wants to banish racial problems, 
according to Subky, who says it would do 
so by “narrowing the gap between Mus- 
lims and Chinese.” 

In reality, the opposition’s achievable 
aims in the next election are almost exclu- 
sively at the local level. Their real struggle 
will not be for a smattering of federal-par- 
liament seats but for control of provincial 
assemblies. The DAP will be looking to gain 
a majority of seats in the predominantly 
Chinese state of Penang, where it was nar- 
rowly defeated by the National Front in 
the last polls. 

Pas, meanwhile, will join with the now- 
demoralised Semangat '46 in an attempt to 
maintain its control of the northeastern 
state of Kelantan — the only state not in 
National Front hands. It will also attempt 
once again to take over neighbouring 
Trengganu state. 

Umno, however, is equally determined 
to bring wayward Kelantan back into the 
fold, and is already bringing its powerful 
political machinery to bear on the state. 
"There will be a focus on regaining Kelan- 
tan," says Defence Minister Najib Razak. 
"We will stress the positive, progressive 
aspects of Islam." B 
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Kabul gunner: peace-makers not welcome. 


Fight to the 
Finish 

Mediators fed up with 
intractable warlords 


By Ahmed Rashid in Islamabad 


uring the blood-soaked power quest 
of the past two years, Afghanistan's 
warlords have shown scant respect 
for their own people and traditions. Now, 
by humiliating United Nations Secretary- 
General Boutros Boutros-Ghali, they have 
disgusted international mediators as well. 

On September 6, the day Boutros-Ghali 
arrived in the Pakistani capital, Islamabad, 
to meet representatives of the Afghan fac- 
tions, a surge in fighting killed 83 people 
in Afghanistan. Among them were 10 ci- 
vilians torn to pieces when a rocket landed 
in a crowded bazaar in Kabul. 

A few days earlier, UN Special Repre- 
sentative Mahmoud Mestiri gave up try- 
ing to gather the Afghan factions around a 
single negotiating table, after months of ef- 
fort. He announced the failure of his me- 
diation mission after Afghan President 
Burhanuddin Rabbani refused to sit down 
with Gen. Rashid Dostam, the Uzbek war- 
lord. Dostam is allied with Pashtun leader 
Gulbuddin Hekmatyar and Shia factions 


| who are trying to topple Rabbani's largely 


Tajik government. 

UN aid agencies, meanwhile, an- 
nounced they were running short of 
money. The UN launched an appeal for 
US$62 million in April, but the interna- 
tional community has contributed just 
US$20 million. For the moment, the short- 
fall makes no difference for the residents of 
Kabul, because UN food convoys can't 
reach the city. The World Food Programme 
says fighting has displaced 1 million Af- 
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ghans this year alone. 

"When the Afghan 
leaders don't want a 
solution, how can we 
impose one?" asked an 
Arab diplomat at the 
foreign ministers’ 
meeting held in Islama- 
bad by the Organisa- 
tion of the Islamic Con- 
ference (OIC). The oic 
sent a futile mediation 
mission to Afghanistan 
in August, and now 
appears reluctant to at- 
tempt another. "A na- 
tion which fought so 
valiantly for freedom 
now seems to have be- 
come the captive of an 
implacable death wish," said Pakistan's 
foreign minister, Sardar Aseef Ali. 

It seems that Afghanistan's killing 
fields, which have claimed 11,500 lives 
since the mujahideen took over Kabul in 
April 1992, are beginning to overwhelm the 
peace-makers. 

Boutros-Ghali nonetheless put on a 
brave face during his Islamabad trip. After 
separate meetings with representatives of 
all the factions, he issued a strong call for a 
ceasefire to enable humanitarian aid to 
reach Kabul. But he also made clear the 
limits of his mission. "The UN has neither 
the will nor the ability to impose peace," 
he said. 

He added that special representative 
Mestiri, a Tunisian diplomat, would con- 
tinue mediation efforts. But this time, he 
would broaden the Afghan dialogue by 
including "independent people from the 
Afghan diaspora so that their presence can 
give us new momentum." 

The UN is trying to form a representa- 
tive committee of all the factions, which in 
turn would convene a Loya Jirga, or Grand 
Assembly. In the meantime, under the UN 
plan, a neutral interim government would 
take over. 

Many ordinary Afghans, weary of the 
endless warfare among factional leaders, 
would prefer a government run by non- 
aligned technocrats. Aided by the UN High 
Commissioner for Refugees, 3,000 Afghan 
tribal elders recently signed an appeal for 
peace and a neutral government. 

It doesn't look as though their wish will 
be met any time soon. Rabbani refuses to 
accept Dostam as part of any negotiation, 
while Hekmatyar says he will not negoti- 
ate unless his ally Dostam is included. 
Hekmatyar, who sent his representatives 
to the OIC conference, demanded that 
Rabbani's delegation be barred. Hekmatyar 
is now threatening to set up a rival govern- 
ment. 

Perhaps the Afghan warlords want to 
be left alone so they can fight to the 
finish. а 
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Vha did Telecom Australia 
phone to implement an effective 
client/server system: 


A company that has millions of 
customers knows the importance of 
customer service. Telecom Australia is the 
country's principal telecommunications 
provider, and the twelfth largest carrier in 
the world as measured by access lines. 

As a company with over 60,000 
employees, Telecom Australia also 
understands the importance of keeping 
internal operations running efficiently. 

In 1993, Business Support Operations, 
an internal unit of Telecom Australia, 
undertook to streamline the workflow in 
the areas of payroll and human resources. 

Unisys worked closely with Telecom 
to re-engineer and standardise their 
human resources procedures before 
installing the latest in imaging and work- 
flow technology at Telecom's Network 
Technology Group in Queensland. The 
system incorporates a Unisys UNIX 
processor and an optical disk subsystem. 

The client/server solution means that 
clerks are not only able to respond much 
more quickly to employee needs but are also 
able to service considerably more employees 
per clerk than was previously the case. 

Processing of documents is done far 


more efficiently. Employees are happier 
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because their requests are attended to 
immediately. And it ultimately frees up staff, 
so they can spend more time attending to 
customer service, not internal formalities. 
Unisys shares this commitment to 
better customer service. We call it 
CUSTOMERIZE" ensuring that our 
customers have the business solutions that 


help them meet their customers' needs. 


UNISYS 


We make it happen. 



















cus-tom-er-Ize v.t. 1. To make 
acompany more responsive to its 
customers and better able to attract 
new ones. 2. To customerize an 
organisation's information strategy, 
e.g., to extend systems capabilities 
to branches, booking offices and 
other points of customer contact and 
support. 3. What Unisys does for a 
growing number of companies and 
perane agencies worldwide. 

ee CUSTOMER SERVICE. COMPETITIVE 
EDGE, BUSINESS- CRITICAL SOLUTIONS. 
REVENUE GENERATION. 


Improving the customer service of 


your business is easy. One phone call to 
your local Unisys office could connect 
your company with a client/server 


solution that’s right for you. 
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Derailed 


Beijing kills hopes for post-1997 political ‘through train’ 


By Louise do Rosario in Hong Kong 


se Wing-ling, 39, a lecturer in psy- 
| chology at Hong Kong's City Poly- 
technic, is among hundreds of can- 
didates vying for a seat on the colony's dis- 
trict boards. Elections to these grassroots 
government bodies are slated for Septem- 
ber 18. But even if he wins, Tse might be 
back on the campaign trail before his four- 
year term is over. 

That's because Beijing has just reiterated 
its determination to scrap all of Hong 
Kong's elected government bodies, includ- 
ing the district boards, when the colony 
reverts to China in 1997. It has done so 
because it is angry with Britain for attempt- 
ing to increase the degree of democracy in 
the colony prior to the handover. 

"There's nothing we can do with Chi- 
na's decision," says Tse, who is competing 
with a pro-Beijing candidate in the densely 
populated constituency of Causeway Bay. 
“ТЇЇ just concentrate on winning the elec- 
tion and doing a good job at the district- 
board level. Come 1997, I will try again." 

China has been saying for months that 
it would set up its own "stove" in Hong 
Kong — shorthand for replacing the colo- 
ny's existing political institutions with new 
ones more to Beijing's liking. It made the 
threat despite widespread fears that with- 
out some measure of political continuity 
— the so-called "through train" which 
would straddle the transfer — Hong 
Kong's political and commercial life could 
be seriously disrupted. 

Many in the colony have been clinging 
to the hope that, while Beijing might make 
bellicose threats in the run-up to 1997, its 
actual behaviour would be dictated by a 
pragmatic desire to keep Hong Kong func- 
tioning smoothly. Now that hope seems to 
have been dashed. In early September Chi- 
na's parliament, the National People's Con- 
gress (NPC), passed a unanimous resolu- 
tion "to abolish the political structure based 
on Governor Chris Patten's electoral re- 
form package." 

"It's a blow to local confidence," says 
Mark Lee, a social worker who is a candi- 
date in the district-board election. Legis- 
lator Emily Lau goes further: "It has 
sounded the death knell to Hong Kong 
people's hope for autonomy." 

Hong Kong's Ming Pao daily wrote that 
the NPC had removed "the tracks for the 
through train . . . and the 10-year-old con- 
cept is finally dead." Britain, which had 
gambled on Chinese pragmatism, also ex- 
pressed concern. "It is not immediately 
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apparent how dismantling representative 
institutions . . . can be conducive to smooth 
transition,” a spokesman for the Hong 
Kong Government said. 

Hong Kong's commercial pulse, the 
Hang Seng Index, appeared to shrug off 
the news. Nonetheless, some troubling 
questions were raised. Among them: What 
kind of a law-making authority will replace 
Hong Kong's existing Legislative Council 
(Legco)? What kind of electoral rules will 
China draw up for post-1997 Hong Kong, 
now that it has rejected the existing ones? 
And how soon will new elections be held 
after the change in 
government? 

Both the Sino- 
British Joint Decla- 
ration of 1984 and _ 


the Basic Law of 1990, the two official blue- 
prints for post-1997 Hong Kong, provide 
only skeletal details on these crucial issues. 
They mention that there will be elections 
after 1997, and specify the number of di- 
rectly and indirectly elected Legco mem- 
bers, but do not clearly spell out the elec- 
tion methods. 

Had Britain and China been on good 
terms, such details would have been 
worked out gradually to ensure a smooth 
transition; the last few elections to be held 
under British rule would have been recog- 
nised by China; and elected politicians 
would have served through 1997 to the end 
of their terms. 

When China drew up the Basic Law, its 
mini-constitution for Hong Kong, in the 
late 1980s, it accepted the idea of a political 
through train. At the time, Britain was also 
more willing to appease China's demand 
that the political status quo be maintained. 

It was China's bloody crackdown of the 
pro-democracy Tiananmen movement in 
1989 that upset the apple-cart. Shocked by 
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Hong Kong exhorts while Beijing threatens. 


the brutality of the crackdown, Britain 
changed its mind about holding off on po- 
litical reform. In 1992, Governor Patten in- 
troduced more democratic election rules, 
despite China’s strong opposition. For 
months afterwards both sides tried, some 
say half-heartedly, to rescue the battered 
concept of the through train. Last year the 
attempt was finally given up as a failure. 

Having abandoned its commitment to 
political continuity, China can now do 
what it wants, analysts say. Legislative 
councillor Lau notes that it could introduce 
unfair and undemocratic election rules and 
“bar certain people from election.” 

The body given the job of drawing up 
the new political blueprint for Hong Kong 
will be the Preparatory Committee, to be 
established by the МРС in 1996 and to con- 
sist of members from Hong Kong and 
China. 

Analysts fear that the committee might 
not be independent 
enough to make 
sensible decisions 
for the colony. 
There is also the 
danger that the 
committee might 
become too power- 
ful and "might 
even be trans- 
formed by edict 
into a temporary 
Legco in 1997 and 
will make up all 
the rules it wants," 
says Lau. 

One local figure 
tipped to be an im- 
portant member of 
the Preparatory 
Committee has 
been Tsang Yok- 
sing, chairman of the Democratic Alliance 
for the Betterment of Hong Kong, a Bei- 
jing-backed political party. Articulate and 
suave, Tsang is a far cry from the tradi- 
tional, publicity-shy spokesman for Beijing 
in Hong Kong. 

Unfortunately for Tsang, a few weeks 
before the district-board elections, the Hong 
Kong Economic Journal revealed that he had 
applied to emigrate to Canada in 1989. 
Though he has since withdrawn his appli- 
cation, his family has established residency 
in Canada. For a party whose leaders 
flaunt their plans to stay in Hong Kong 
after 1997, the revelation was a bombshell. 

Tsang's critics call him a hypocrite, but 
others like Michael DeGolyer, a lecturer in 
the Department of Government and Inter- 
national Studies at Hong Kong's Baptist 
College, are kinder. "It shows that he is 
just like any other Hong Kong person,” 
says DeGolyer, referring to the thousands 
in the colony who have taken Canadian, 
United States or Australian citizenship as 
an insurance policy for the future. E] 
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Passage Out of India 


ing Sun, America's hi-tech firms found 

themselves at a disadvantage: Unscru- 
pulous Japanese rivals used any means to 
steal secrets and sabotage performance. 
In real life, it seems that the threats to 
Silicon Valley's continued hi-tech ascend- 
ancy are home-grown. No better example 
exists than a lawsuit filed against an In- 
dian-American company that brings in In- 
dian engineers and technicians and sup- 
plies them to local computer giants. 

The defendants in this lawsuit are Tata 
Consultancy Services and Hewlett-Pack- 
ard. The plaintiff is a little-known, non- 
profit organisation called Californians for 
Population Stabilisation (Caps). Caps 
maintains that the temporary work per- 
mits, or H-1B visas, given to these foreign 
workers constitute an "unfair" business 
practice. As Caps attorney Mary Dumont 
puts it, "this type of restrictive placements 
unfairly put the programmers into a type 
of indentured servitude. This harms the 
interests of the local engineers." 

It's probably no coincidence that Caps' 
objectives sound like a programme picked 
up from the Third World. It advocates a 
state policy calling for "population stabi- 
lisation." It promotes small families with 
two or three children. It wants family- 
planning education in all schools. It fur- 
ther advocates expanded research into 
birth-control technology. Finally, it wants 
a moratorium on immigration until the 
issue is resolved. Until then, it supports a 
bill that would slash the number of legal 
immigrants to the United States to 300,000 
from 800,000 a year. 

For hi-tech companies, the stakes are 
high. Within the U.S., there are several 
companies who hire not only Indian but 
other Asian engineers for specific projects 
and time frames. Other U.S. companies 
that hire technicians from Tata include 
IBM, Fireman's Fund Insurance, Tandem, 
Burroughs, Elxsi Formation and Ameri- 
can Express. 

Indeed, America's computer mecca, in 
particular, thrives on the technical excel- 
lence and work ethic of the Taiwanese, 
Indian, Pakistani, Japanese and Chinese 
engineers who work there. Silicon Valley 
has become home to many of these immi- 
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grants, including 5,000 Indian engineers. 
The immigrants who flock here include 
Chinese physicist C. W. Chu, who is at 
the top of the list of Nobel Prize contend- 
ers. Those who maintain that these peo- 
ple are a drain on the local economy sim- 
ply cannot have visited Silicon Valley. 
While Caps' foray into the ongoing 
American debate is confined to the issue 
of H-1B visas, there seems to be more be- 
hind this suit. Across America, anti-immi- 
gration fever is spreading. To single out 
Tata is ridiculous: The total number of H- 
1B visa-holders it has supplied to com- 
panies in the U.S. is just 350 — not even a 
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drop in the ocean of immigrants. And Tata 
is in business because there is a demand 
among American firms for its services. As 
Dennis Gladwell, Hewlett-Packard’s attor- 
ney, says: “It is difficult to find good en- 
gineers in the state of California who 
would be willing to serve on such a con- 
tract basis, since most natives are looking 
for full-time employment.” 
Hewlett-Packard’s case is an interes- 
ting one. The company runs a business 
group named International Contract Pro- 
gramming. It came up with a plan to pro- 
mote its products abroad: It would iden- 
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tify companies with whom Hewlett- 
Packard either had, or wanted to have, a 
relationship. Then, it would provide the 
means for employees of those companies 
to come to the U.S. to participate in 
projects at a Hewlett-Packard facility for 
one or two years. The idea was that when 
these people returned to their home coun- 
tries, they would help spread Hewlett- 
Packard’s products and technology. The 
arrangement with Tata to help do this is 
based on Hewlett-Packard's standard ven- 
dor agreement. 

Looks can be deceiving around the is- 
sue of compensation, too. Although the 
salary of Indian engineers working in the 
U.S. may be quite low (US$3,000-10,000 a 
year) compared to that of American work- 
ers, this does not tell the whole story. In 
addition to salary, Tata provides them 
with a host of other benefits that Ameri- 
cans have to bear the cost of themselves 
— from housing, cars and family allow- 
ances, to vacation expenses and health in- 
surance. When all the costs are added up, 
these employees are not easily tagged as 
"cheap." 


hen there is the question of fairness. 
The engineers in question have not 


hidden what they are doing. They 
have done nothing dishonest. They have 
not lied about their intentions. Indeed, 
they have all been granted legal work vi- 
sas by the American consulates in Bom- 
bay, Delhi, Calcutta or Madras. If anyone 
has indulged in an unfair business prac- 
tice here, it has to be these consulates, 
which reduce the supply of engineers for 
Indian firms at home. 

It is not yet clear whether Caps will 
win or lose its lawsuit. What is clear is 
that what Tata is most guilty of is sup- 
plying American computer firms with a 
ready supply of competent engineers at a 
price that helps America maintain its pre- 
eminence in the computer field. How 
ironic it would be if America's computer 
firms lose that position to foreign com- 
petitors because the anti-immigration 
movement had succeeded in getting the 
courts to declare that taking advantage of 
their most important assets was somehow 
an "unfair business practice." ж 
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TRAVELLERS' TALES 





Special this week: our tale-collector checks out 
some anecdotes of aircraft safety as British 
and French engineers build planes for Asia- 
Pacific travellers. 


FOWL PLAY STRICTLY FOR THE 
BIRDS: Air travellers are snoring easier 
in their seats after the introduction of a 
new and particularly stringent airwor- 
thiness test for passenger aircraft. | am 
talking, of course, about the increased-size 
bird ingestion requirement, known collo- 
quially as “the Pureed Vulture Test.” 

Aircraft engine builders now have to 
fire four members of the poultry family, 
each weighing at least 2.5 pounds (think 
of a smallish chicken), into a moving en- 
gine, to see if it (the engine, not the bird) 
can cope. The testers then have to shoot 
an 8-pound bird (think of a vulture) into 
the whirling blades. 

This is in reaction to a mysterious 
increase in the size of birds hanging out 
around the world’s airports. “Statistics 
show that birds around airports are 
getting bigger, but no one knows why,” 
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said Stan Todd, who builds Rolls-Royce 
engines for 60 airlines in Asia, from Biman 
to Air Nippon. “It may be because the 
quality of the garbage on which they live 
is getting better,” he added. I understand 
the same applies to frequent fliers. 
There have been several giant bird 
strikes in the past few years. A jet leaving 
New Delhi ingested a 12-pound wulture 
(Indian-English for “vulture”). The Rolls- 
Royce engine coped well, although the 
bird was not very well afterwards, and 
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its weight had to be estimated by the dia- 
meter of the red splodge which was all 
that remained of it. 

Then there are the multiple strikes. The 
problem in this regard is that birds are so 
sheepish they make sheep look like rug- 
ged individualists. This caused a particu- 
lar problem with a group of eight geese 
who had a close encounter with the en- 
gine of a Boeing 757 in Chicago. 

Second Goose: “Squadron leader has 
entered engine No. 4 and gone splat. 
Members please copy.” 

Third Goose: “Wilco. Engine No. 4, 
lads, splat, pass it on.” 

Splat. Splat. Splat-splat-splat-splat-splat. 

Meanwhile, away from the turkey- 
throwing department of Rolls-Royce, 
principal technologist Alan Barker told me 
that a computer was now being used to 
design engines. “We had special software 
written for us to enable us to do this job,” 
he said proudly, just in case I thought 
that they used Junior Aerospace Builder 
shareware off a bulletin board. 

In another room, I found Simon Heale, 
deputy managing director of Cathay Pa- 
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Vulture shock: close encounters in Asian skies. 


cific, doing some engine testing, although 
he is too soft-hearted to do the bird-shred- 
ding experiments. He slowly pulled back 
the joystick in front of him, and a deafen- 
ing roar filled the building. It is a strange 
feeling to be in a building which sounds 





like an aircraft at 30,000 feet. The 
illusion was so powerful one 
could almost hear a pilot saying: 
“Doors to manual" and a stew- 
ardess cooing: “Fish or beef, sir?" 

Rolls-Royce does have one 
major marketing advantage over 
rival Pratt and Whitney. This is 
the fact that the competitor is 
commonly known in Britain as 
“Pratt’s.” Pratt is a popular Eng- 
lish word meaning "buttocks," 
and is used in the way people 
from the United States would say 
"dorkbrain." Thus you continu- 
ally hear people from Rolls-Royce 
saying things like: "You can 
choose our product, or the 
alternative, which is made by 
Pratt's.” Or did he say ". . . by 
pratts."? Or both? One can never 
tell, and I expect that's the way 
they like it. 

Airplane builders reckon the 
Tibet area is the toughest place 
in Asia to test planes. Today's 
craft have to be able to fly 
through hail, snow, hot air, sleet, volcanic 
ash and a huge variety of foreign bodies. 

Airbus Industrie was seen to buy 1,800 
frozen chickens to fire at the outside of a 
prototype. The plane passed this test (and 
all others) with flying colours, proving 
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beyond doubt that Airbus is the aircraft 
of choice for any country plagued with 
frequent frozen chicken storms. 

On the subject of birds, the most im- 
portant principle in this regard is: Never 
allow our feathered friends in the cockpit 
with you when flying. The sensible nature 
of this guideline was clear after an air- 
craft flying from Canada to Heathrow at 
500 mph collided with an absent-minded 
goose. The bird hit a fragile panel of metal 
near the nose-cone and actually entered 
the cockpit. I think I am not overstating 
the case to say that the pilot was extremely 
surprised to find himself sharing his per- 
sonal space with a large fowl suffering 
from a major headache. 

"The bird was not supposed to be fly- 
ing at that altitude," an airline official 
commented frostily. No doubt it was rep- 
rimanded by the relevant civil aviation 
authority. 

Meanwhile, if the growth in the size of 
airport birds continues unabated, there 
will come a time in the next century when 
the birds will be larger than the aircraft. 
No doubt our feathered friends are already 
planning a Pureed Aircraft Test. a 


Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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More mindful of civil liberties nowadays. 


Soul-Searching in Seoul 





Despite progress on human rights, problems remain 


any countries are sensitive where human 
rights are concerned, but few have made 
as much progress as South Korea. Even 
before February 1993, when Kim Young Sam be- 
came the country's first chief executive without a 
military background, Seoul had made dramatic 
improvements. 

South Korea did this from the late 1980s on by 
moving steadily towards democracy and the rule 
of law. As part of this process, it acceded to most 
United Nations conventions on human rights, in- 
cluding the International Covenant on Civil and 
Political Rights, filing a report to the Human Rights 
Committee in 1991. It has even gone further than 
most Western nations by ratifying the covenant's 
Optional Protocol, which gives individuals the 
right to file complaints against their governments. 

Perhaps because human rights is such a sensi- 
tive issue, there has been a tendency to exagger- 
ate. Foreign Minister Han Sung Joo seemed to have 
done so at last year's World Conference on Hu- 
man Rights in Vienna. "I am happy to report to 
you that human rights have finally come of age in 
Korea," he said. "I stand before you representing 
a nation and a people who can proudly say that 
truth, freedom and democracy have at last tri- 
umphed in their country." 

Amnesty International took umbrage over the 
statement and, last spring, issued a major report 
called “Human-rights violations continue under 
the new government." Amnesty published a map 
of South Korea, which was in the midst of its Visit 
Korea Year, showing the location of its prisons. 
Every country has prisons, of course, and a simi- 
lar map might be printed of any country. But then, 
where human rights are concerned, all parties tend 
to exaggerate. 

Seoul's progress was acknowledged by the 
United States in the State Department's annual 
human rights survey. "In 1993," said the State 
Department, “the overall human-rights situation 
improved significantly, a result of the fundamen- 
tal shift in attitude and policy of the Kim Young 
Sam administration.” 

But the report did warn that the government 
“continued to use 
the National Secu- 
rity Law [NsL] to 
violate the freedoms 
of expression, asso- 
ciation and travel,” 
though it conceded 
that the law was 
invoked less fre- 
quently than before. 

Certainly, if 
South Korea were at 
war, or under threat 
of invasion, special 
measures would be 
understandable. 
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The problem for Seoul is that, though the Korean 
War is over, it still feels threatened by North Ko- 
rea. But the issue is not simply this external threat. 
As the authors of a counter-report to the Human 
Rights Committee argue, to some extent Seoul’s 
problem is of its own doing. 

The constitution, for example, claims all of 
North Korea as its territory. Thus, North Korea is 
not seen as an independent state but is defined in 
the NSL as an “anti-state organisation illegally or- 
ganised for the purpose of assuming a title of the 
government or to disrupt the state.” 

Ironically, the South Korean Government re- 
cognises its counterpart in the North as a legiti- 
mate negotiating partner, and it has in fact signed 
agreements with that government. But Seoul still 
makes it a crime for individual citizens to accord 
the legitimacy to Pyongyang that the government 
does. This is a problem that needs to be resolved. 

It is no wonder that, given the current consti- 
tution and the NSL, after President Kim Il Sung of 
North Korea died in July, Seoul declared that it 
was a crime for anyone to mourn his death. The 
government cracked down on student radicals who 
tried to hold memorial services in his honour. 

The arrests of university students spurred the 
State Department to reiterate that the NSL has “po- 
tential for human-rights abuses.” This brought a 
protest from South Korea, which reminded Wash- 
ington of the progress it has made towards de- 
mocratisation and of the serious abuses of human 
rights in the North. 


Much more is made of human rights abuses ir 

the South than in the North, where the situa: 
tion is undoubtedly much worse. Amnesty churns 
out relatively little material on North Korea, if only 
because it is so tightly controlled that little infor 
mation gets out. For the same reason, the State 
Department's report on South Korea is more thar 
twice as long as the one on North Korea. 

Still, two wrongs don’t make a right. There i: 
little doubt that, in the words of the Human Right: 
Committee, the NSL is “a major obstacle to the ful 
realisation” of the political rights South Korea ha: 
sworn to uphold, and it should be phased out. 

Other vestiges of the past haunt South Kore: 
in its treatment of prisoners, some of whom hav: 
been incarcerated since the 1950s. Inmates willin; 
to “convert” and denounce communism are re 
leased, while those who refuse to recant are kep 
in prison. This makes a mockery of crimina 
charges — whether it be espionage, murder o 
whatever else — because it is obvious that thes 
people are kept in prison not because they hav 
committed a specific criminal act but because the: 
hold a political belief. While South Korea deserve 
credit for the progress it has made, that is no rea 
son not to address the very real problems that stil 
exist. | 


| n а sense, there is reason for Seoul's complaint 
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Berlin's Reichstag: Exports to Asia help to drive recovery. 
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Now it starts: the battle between political slogans. 





A Great Leap Forward 


hose lesser deities who look 

after temporal political fortunes 

must have a particular fondness 

for portly giants. How else to 
explain Chancellor Helmut Kohl's incred- 
ible luck this national election year in 
Germany? 

At the end of 1993, Germany's manu- 
facturing industries were still in the trough 
of a grave recession and each new po- 
litical opinion poll showed Kohl's Chris- 
tian Democrats would lose the October 
1994 parliamentary election by a land- 
slide. Since then, manufacturing orders 
have taken a great leap forward, produc- 
tion is stepping up and Kohl is strutting 
like a confident winner again. 

While there may be no good time for 
a recession, this election year is proving 
to be an ideal time for a recovery — at 
least, from the standpoint of those seek- 
ing re-election. In Germany's case, 
though, almost all the momentum for 


the recovery so far is a gift from the 
general cyclical revival abroad, and is 
coming from export orders. 

Southeast Asia in particular is becom- 
ing an engine for the German export 
recovery, said the Federation of German 
Chambers of Industry and Commerce 
(DIHT) after surveying 54 overseas chap- 
ters. Asia's share of all German exports 
climbed last year to 12.9% from 10.8% 
in 1992, making it the third-biggest re- 
gional customer after the European 
Union and the European Free Trade 
Association. 

The DIHT said exports to Southeast 
Asia should rise by 12% in 1994. The 
rest of the recent export spurt has been 
coming from eastern Europe and North 
America. 


This special supplement was 
written by Edward F. Roby. 
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Operating rates in German manufac- 
turing industries have already come off 
their low points with rising orders and 
production. From 78.1% in September 
1993, utilisation had improved to an 
average 80.3% of industrial capacity by 
March 1994. The OECD revised its lat- 
est GDP growth forecast for all of Ger- 
many to 1.8% from 0.8% for this year 
and predicted growth of 2.6% next year. 

In April, growth in domestic orders 
for the first time overtook that of export 
orders, which had been rising steadily 
for a year. But this “unmistakable eco- 
nomic spring,” as Kohl was quick to la- 
bel it when the preliminary statistics de- 
livered the first evidence of recovery, has 
an Achilles’ heel, namely, high unem- 
ployment. 

Official unemployment is expected to 
rise this year to an average of 3.8 mil- 
lion, up 400,000 from last year's aver- 
age. That is only the tip of a national 
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unemployment iceberg that exceeds 6 
million when shortened shifts, acceler- 
ated retirements, vocational retraining and 
government make-work programmes are 
counted. 

All of these devices have been used, 
especially in eastern Germany to deal with 
the horrendous job losses there during 
the radical economic reconstruction fol- 
lowing unification in 1990. The reces- 
sion that struck western Germany, start- 
ing in mid-1992, aggravated the whole 
situation, and the incipient recovery has 
only arrested the tailspin on the labour 
market without reversing it. 

“What good is an economic upswing 
if it takes place without jobs?” Kohl's 
challenger, Rudolf Scharping of the la- 
bour-oriented Social Democrats, asked 
rhetorically. Anticipated GDP 
growth of around 8% in east- 
ern Germany this year should 
begin to trim the jobless roll 
there. But core unemploy- 
ment in the west, where 
1994 growth of only 1.5% is 
expected, could remain stalled 
at around 2.6 million even 
after the business recovery is 
in full swing next year. 

Although Kohl led Schar- 
ping in the polls at mid-year, 
neither of their parties are 
likely to garner enough votes 
this October to govern alone. 
That has nourished specula- 
tion that the election may 
result in a grand coalition 
between Christian Democrats 
and Social Democrats in the next four 
years. 

One of the problems for western 
Germany's manufacturing economy is 
that companies, in their zeal to cut costs 
and regain a competitive edge in world 
markets, have recently shifted a lot of 
their production out of Germany to 
lower-cost labour markets in eastern 
Europe and even the United States. That 
has touched off a structural debate at 
home and a quest for new technologies 
to replace the missing manufacturing 
jobs. 

Thanks to the minimal wage raises 
this year and structural improvements 
made by manufacturing companies dur- 
ing the recession, unit labour costs in 
Germany should drop by 0.796, making 
industry more competitive abroad, the 
OECD said. 

But private consumption and public 
consumption, two other pillars of the 
economy, are not contributing much at 
all to this recovery. 

Steadily rising taxes and fees, low 
wage raises and the mass layoffs that 
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accompanied the westem German reces- 
sion have caused average real income 
to decline in Germany. Although Ger- 
man workers have been drawing down 
savings to avoid a penalty in their stand- 
ard of living, retail buying has now gone 
flat. It won't recover soon, because a 
7.596 income tax surcharge will be im- 
posed next year and the job market is 
stagnant. 

Ballooning public budget deficits, 
which are propelling the hikes in taxes 
and fees, comprise another reason why 
public outlays are restrained. As things 
are going, sometime next year the entire 
German public debt at federal, state and 
local level will amount to DM25,000 
(US$16,370) per person. 

Not all of that debt can be blamed on 


т ta X e 
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the requirements to rebuild the eastern 
economy, and the situation clearly calls 
for fiscal austerity in years to come. 

On balance, real private and public 
consumption should stagnate this year 
and rise only slightly in 1995; real capi- 
tal investment should grow by around 
1596 in 1994 and 1995; and real ex- 
ports will probably climb by about 1096 
this year and 20% next year. 

Since three quarters of current pro- 
duction growth is derived from exports, 
there are a couple of potential risks for 
this recovery scenario. 

For one thing, the decline of the dollar 
against the mark in late spring has al- 
ready curtailed export orders. A drastic 
dollar dive could stall the upswing. Inter- 
est rates have also risen noticeably since 
the start of the year, which is unusual for 
an early recovery phase. That trend could 
squeeze growth. 

And finally, the inclination of busi- 
ness to invest might wane if a new coa- 
lition government is formed with the help 
of the party that has succeeded the East 
German communists. % 


FAR EASTERN ECONOMIC REVIEW 


m aD LET ELT d t 
a T УУ а KS 5 t 


INVESTMENT 


Marketing a 
New Approach 


gross mismatch between Ger- 

man exports and direct busi- 

ness investments in the Far 

East highlights one of the big- 
gest chronic deficiencies in German trade 
policy today. German business’ stake in 
the world's most dynamic region lags far 
behind that of its major competitors, 
Japan and the United States. 

"Something is wrong with Germany's 
approach to Asia," the director of the 
German-Indonesian Chamber 
of Commerce told the fifth 
Asia-Pacific conference of 
German Industry and Trade 
in Bangkok in April. 

Chamber Director Fritz 
Kleinstauber expressed con- 
cern that German companies 
and the Bonn government 
have been dangerously slow 
to recognise Asia's growing 
importance. He blamed mar- 
ginal sales networks, poor 
distribution channels and un- 
attractive advertising for pre- 
venting German companies 
from gaining greater market 
shares. 

Three months later, 
Deutsche Bundesbank (the 
central bank) drew this conclusion in its 
special report on trade ties between 
Germany and Southeast Asia: "Even in 
international comparison and measured 
by Germany's foreign trade position in 
the Southeast Asian region, German in- 
dustry is comparatively weakly repre- 
sented.” 

A simple ratio shows the degree to 
which German business is under-repre- 
sented in the entire Asia-Pacific region: 
Though 9.9% of German exports went 
to this region last year, that business was 
backed up by only 4.4% of industry’s 
net direct business investments abroad. 

After the recent burst of German 
business interest in China, it is the rest 
of Asia but most notably the “Four Ti- 
gers” of Malaysia, Singapore, Hong Kong 
and South Korea — the Bundesbank 
study arbitrarily defined Southeast Asia 
as being this group — which appear to 
be most neglected at the moment. Ger- 
man goods account for only 3.5-4% of 
the imports of that region, compared with 
the 23% market share staked out by 
Japan and America’s 15%. 
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German experience has gen- 
erally shown that market share is 
higher in those foreign regions 
where there is a permanent busi- 
ness presence. While many lead- 
ing German companies have 
been quick to set up joint ven- 
tures and production plants in 
China, direct investment in South- 
east Asia has stayed close to the 
bottom of the priority list for most 
German companies. 

German industry has been 
investing around DM19 billion 
(US$12.4 billion) abroad in re- 
cent years. In. 1992, according 
to the German East Asia Soci- 
ety, DM286 million was invested 
in Japan and DM170 million in China. 
Malaysia received DM124 million, South 
Korea DM103 million, Hong Kong 
DM66 million and Singapore DM12 
million. Other investments in the Far East 
were insignificant. 

The Bundesbank study found that its 
"Tigers" had received only around 
DM250-500 million a year in direct in- 
vestment since the start of the 1980s. 
This business investment has typically 
concentrated in the financial centres of 
Singapore and Hong Kong, where sev- 
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Porsche in Beijing: anyone for a joint venture? 


eral German banks maintain a presence. 

Recently, though, there have been 
some notable company acquisitions made 
in Malaysia and South Korea by the 
chemical and electrical industries, the 
Bundesbank said. The general lack of 
investment interest had been mutual until 
the Tigers recently began creating more 
product and distribution centres in Ger- 
many to ensure access to the European 
Union's market. 

In terms of overall capital flows, Asia 
was one of the few regions of the world 


last year to which Germany was 
a net debtor. But all of the net 
DM12 billion Germany owed the 
region at the end of 1993 came 
from only two creditors, Hong 
Kong and Taiwan. Germany was 
otherwise the world's No. 2 
international creditor, after Ja- 
pan. 

The German Government and 
the country's main industry asso- 
ciations have taken some impor- 
tant steps in recent months to 
expand economic ties to the Asia- 
Pacific region. German industry 
last September formed its Asia- 
Pacific Committee (APA) to co- 
ordinate the push for greater 
market access, joint ventures and orders. 

The government's new Asia concept, 
enunciated last October, is primarily sup- 
posed to offer stronger political support 
for industry's efforts. This means the 
economics ministry will raise its profile 
in the region, support concrete projects 
and help arrange local contacts for Ger- 
man companies. 

Bonn also aims to assault political 
barriers to market access and improve 
the terms of trade financing. Such 
financing became more favourable for 
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most countries in the Asia-Pacific region 
on July 1, when the terms for Hermes 
federal export-loan guarantees were re- 
formed. What had been a uniform pre- 
mium was replaced by charges that are 
geared to the creditworthiness of the 
country. 

This eliminates a sensitive competi- 
tive deficit for German industry in the 
region by bringing the possibilities for 
Hermes trade promotion into line with 
the OECD consensus. The new rule will 
also let Hermes react defensively to trade- 
promotion initiatives by other OECD 
countries that undercut the consensus. 

A key object of the government's new 
policy is to protect the foreign invest- 
ments of German companies through 
capital-investment guarantees. The net- 
work of investment-protection treaties 
with the region is being improved. By 
the end of last year, total federal capital- 
investment guarantees covered DM1.8 
billion in the Asia-Pacific region. 

Trade and investment promotion also 
stress information gathering and foreign 
exhibitions. Of the approximately 100 
foreign fairs and exhibitions backed by 
the federal government for next year, 
53% are slated for the Asia-Pacific re- 
gion. 

The networks of foreign chambers of 
commerce and of correspondents of the 
federal Foreign Trade Information Agency 
are supposed to be expanded. Liaison 
bureaus are being set up this year in 
Hanoi and Singapore, and a further of- 
fice in Shanghai is to follow. 

German business and its main com- 
petitors do not seem to need any addi- 
tional prodding to invest in China. That 
country reported foreign direct investment 
last year of around US$27 billion, more 
than half of the total of foreign funds 
that went to all Asian countries. This 
level fell in the first quarter of 1994 for 
a combination of reasons involving tax 
incentives, measures to cool the economy 
and foreign competition. But interest 
remains keen. 

Siemens Nixdorf Informations systeme 
AG (SNI) of Paderborn, for example, 
plans to start producing personal com- 
puters in China for the local and Asia- 
Pacific markets this autumn. SNI said it 
had signed a deal with China’s Top Vic- 
tory Electronics Ltd. of Fujian province 
to create a joint venture for this pur- 
pose. 

Volkswagen AG, which operates the 
biggest German joint venture with China, 
said it sold 73,500 cars there in the first 
half of this year, up 14% over the first 
half of 1993. That was significantly more 
than the 56,570 cars VW delivered in 
the U.S. during the same period. œ 
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Reform Brings Major 


Boost in Confidence 


he collapse of the Soviet-led 
Comecon bloc five years ago 
gave Germany powerful incen- 
tives to develop a financial cen- 
tre that matches its status as Europe's 
dominant economy. A giant step in that 
direction was taken on August 1, 1994 
when a thorough reform of German 
financial markets took effect. 

The effort to build a world-class 
financial centre at Frankfurt acknowledges 
the fact that Germany has now become 
dependent on foreign investment capital 
to finance unification. The economic 
reconstruction of eastern Europe, where 
Germany increasingly assumes a role of 
financial intermediary, will also require 








Frankfurt city: world-class financial centre. 


huge volumes of international capital. 

The Deutschemark, besides being the 
world’s No. 2 reserve currency, has al- 
ready become a preferred medium of 
exchange in parts of eastern Europe. And 
if Europe ever has a single currency, it 
will obviously be managed from Frank- 
furt, the home of the Bundesbank (Ger- 
many's central bank) and the new Euro- 
pean Monetary Institute that is supposed 
to develop into a European Union cen- 
tral bank. 

With its 1994 Financial Market Pro- 
motion Act, therefore, Germany adopted 
all key aspects of the prevailing interna- 
tional standard for market regulation. This 
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included the creation of a federal securi- 
ties trading authority armed with stiff 
sanctions against insider trading — made 
a criminal offence for the first time. 

Besides winning confidence among 
international investors, the new system 
should facilitate widespread overseas 
marketing of German investment pro- 
ducts, which had suffered from a regula- 
tory ban in the United States and other 
countries on the theory that German 
markets were poorly regulated. The 
changes are already visible. 

Last spring, the German Futures Ex- 
change, DTB, concluded a deal with the 
international electronic derivatives trad- 
ing system, Globex, that will permit it to 


penetrate especially the U.S. and South- 
east Asian markets. DTB is also making 
its terminals and certain products avail- 
able to participants in France’s Matif 
futures exchange, with which DTB struck 
up a strategic alliance. 

To promote an equity culture at home, 
the new law lowered the par value of 
German shares to DM5 (US$3.27) from 
DM50, making trading lots fit smaller 
budgets. Germany is also making equity 
financing more attractive to mid-sized 
business with a new law on small joint 
stock companies. All this poses a conti- 
nental challenge to the huge London 
market, traditionally Europe's interna- 
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tional gateway. 

Direct financial transactions between 
Germany and the Far East remain thin 
compared with trade ties, the Bundesbank 
reported in July. But central banks as 
well as private and institutional investors 
in Southeast Asia have stepped up their 
purchases of German Government bonds 
to a net DM6-7 billion in the past couple 
of years. 

All the large German banks have been 
developing their Far Eastern networks to 
keep pace with German trade flows, and 
the latest wave of expansion has come 
in China. Dresdner Bank, Germany's 
second largest, is typical. It was first to 
open a Shanghai branch last year and it 
seeks licences for Shenzhen, Guangzhou 
and Beijing. 

"We are confident we can earn well," 
said Dr. Peter-Jirg Klein, who directs 
Dresdner's Asian business. "We serve 
joint ventures between German and 
Chinese companies or deals the Bank of 
China guarantees." Together with Bank 
of China and Bank of Tokyo, Dresdner 
is also a partner in China Universal 
Leasing Co., the market leader in what 
Klein called "the right financing form for 
China. " 

Although Tokyo and Singapore are 
the two big regional financial centres, 
Klein said: “I can well imagine that Shang- 
hai will be No. 2 after Tokyo in 10 
years." 

The bank expects to get a branch 
licence for its office in India by the year's 
end. Since Banque Nationale de Paris 
already has branches in Indonesia and 
Taiwan, Dresdner wants to go into part- 
nership with BNP there because it has a 
strategic alliance and equity swap with 
BNP. 

In Singapore, Dresdner Southeast Asia 
Ltd. is also the bank's Southeast Asian 
hub, booking for Indonesia, Australia and 
Thailand, where an offshore office is 
being upgraded to a branch. Dresdner's 
managing board recently decided to seek 
Vietnamese office licences for Hanoi and 
Ho Chi Minh City. Dresdner became the 
first German bank with an operating unit 
in Malaysia, where it also has a liaison 
office. In Australia, the bank is repre- 
sented in Melbourne and Sydney. Full- 
service banking is contemplated. 

Dresdner has six units in Japan be- 
cause of the compartmentalised banking 
system there, but they are now in one 
Tokyo building for economy's sake. Klein 
called Japan, where Dresdner has been 
active for 25 years, an expensive coun- 
try and a difficult market with small 
margins. In South Korea, Dresdner now 
has a merchant bank looking for a full 
licence. € 
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Asia Faces a Blitz 
of Sales Efforts 


he demand slump on leading 
European export markets last 

year finally forced German 
manufacturers to intensify their 
neglected sales efforts in Asia. The larg- 
est German states are backing this mar- 
keting offensive with outreach pro- 
grammes tailored to help their major 
industries put down roots in the Far East. 
While the government of Bavaria 
ponders plans for a small business cen- 
tre in China, Baden-Württemberg and 
North Rhine-Westphalia are completing 
a huge Singapore headquarters complex 
that will offer their machinery and tech- 
nology companies an inexpensive foot- 
hold in Southeast Asia. The project seeks 
to duplicate the success of a Yokohama 





Dusseldorf: large foreign presence. 


nerve centre established by the German 
machinery industry a decade ago. 

As the industrial state with the strong- 
est business ties to Japan, North Rhine- 
Westphalia also opened talks with 
Shizuoka Prefecture to broaden its bilat- 
eral programme of regional business 
exchanges, particularly in advanced tech- 
nologies. Successful cooperation with the 
Nagasaki Prefecture has already produced 
a number of German-Japanese company 
partnerships. 

The regional approach, which is also 
a Japanese response to the trade impli- 
cations of European integration, was 
explored at an April seminar at Osaka 
for representatives of North Rhine-West- 
phalia and the Kansai region. Hartmut 
Krebs, the state's economics and tech- 
nology minister, participated. 

North Rhine-Westphalia, which con- 
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tains the Ruhr industrial region i 
home to 17.5 million Germans, al: 
9.400 Japanese residents and C 
ny's main concentration of Jap 
companies. Some 7,000 Japane: 
in Düsseldorf alone, making the 
capital the largest Japanese comr 
in Europe. 

Chemicals now play a partic 
prominent role in this state's trac 
Japan, the world's No. 2 mark 
chemicals and pharmaceuticals 
Goldschmidt AG of Essen re 
teamed up with KYO Asia in a Jap 
venture to market paint and la 
additives. Düsseldorfs Henkel g 
famous for detergents and adhesix 
represented in Japan by Henkel F 
Corp., a 6096-owne 
sidiary with sale 
around DM190 n 
(US$124 million) i 
past year. 

Bayer AG, the 
pany that gave ma 
its Aspirin, is cur 
completing a рһапт 
tical research cent 
Kyoto. The Leverk 
based chemical giar 
an established strii 
Japanese produ 
subsidiaries. Just o 
them, Nihon EI 
Agrochem K. K., t 
over Y31 billion (US$317 million) 
crop protection chemical specialt 
year. 

The Hüls chemical group, whic 
longs to VEBA AG of Essen, has 
ated in Japan since 1979 throuc 
subsidiary Hüls Japan Ltd. This Ji 
ese unit has a division for dyes anc 
ments, and another division, Mo 
Electronic Materials, which makes s 
wafers at Utsunomiya. 

Together with Lower Saxony, | 
of Volkswagen, Baden-Wiirttember: 
be considered the hub of the Ge 
automotive engineering industry. In 
tion to Porsche AG and Daimler- 
AG at Stuttgart, the state also has û 
Audi production plant and hundre 
automotive suppliers, including R 
Bosch GmbH. 

After an 18% setback last year 
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Red Point" 


)esignation 
onferred by the judges of 
e international Design 
novation competition, the 
Red Point" recognises out- 
tanding products from 
nanufacturers world-wide. 
he winners are entitled to 
dd the distinctive "Red 
oint" to their packaging— 
well-known sign of excel- 
nce in design. With a 
cord going back to 1955, 
ле competition is one of the 
host influential events of 
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North-East Asia 1994 
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design exhibition in four cities around Asia. Ranging чаце Court 
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lery, more than 50 award-winning Red Point prod Telephone +81-3-5210-2300 
ucts will be on display. The NRW Design Centre— Facsimile +81-3-5210-2800 


widely known for its long-standing Design Innovation 
competition in Germany-is bringing its experience to 
planning and organising the event. 

Please make a note of the dates and venues of the 
NRW Design Exhibition North-East Asia 1994. Along 
with strengthening international friendships, it will 


offer a chance to see why industrial design matters. 
Seoul 


5-10 December 
Korea Institute of Industr 
Design & Packaging Desig 
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and the strongest economy. With the Ruhr area as Europe's biggest industrial Facsimile +82-2-552-1807 
agglomeration and international trade fair cities like Köln, Düsseldorf, Essen and 
Dortmund, NRW offers optimum conditions for international business. 
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‘German automotive industry was MUR 


ing for a 5% increase in net production 
іп 1994, based on first-half performance. 
<- Stuttgart-based Mercedes led the way with 
ап 8% rise in domestic new car registra- 


^ tions in the first six months. The Ger- 


. man market share for Japanese makes, 
. the leading car imports, fell in this pe- 
riod to 9.5% from 12.396 in the first half 
of 1993. 

German car makers in the first four 
months of this year, meanwhile, boosted 
their Japanese sales by 2596 to 27,000. 
Mercedes was also the hottest seller in 
the group with 10,066 cars delivered, 
followed by BMW with 9,874 and VW 
with 8,844. The Japanese also bought 
5,926 Opels, 1,989 Audis and 726 
Porsches. 

The state of Baden-Württemberg 
benefits particularly from the strong re- 
covery of foreign demand for capital 
goods because it has Germany's densest 
concentration of mid-sized machinery 
companies, including such names as 
Trumpf and Traub, and a large slice of 
the electronics industry, with IBM Ger- 
many, SEL and Bosch. Machinery and 
plant engineering orders were up a price- 
adjusted 1096 in the first half, including 
a 19% jump in foreign orders alone. 

German business welcomed the July 
visit of Chinese Premier Li Peng as a 
unique opportunity to book Chinese 
orders. After civil rights protests in Ber- 
lin and Weimar, Li Peng decided to spend 
most of his time in the more hospitable 
Bavarian capital of Munich. That was 
just fine for Munich-based Siemens АС, 
MAN АС, the Deutsche Aerospace S. 
A. (DASA) group and Bayerische 
Motoren Werke AG (BMW). 

Siemens alone signed contracts and 
letters of intent to do nearly DM6 billion 
worth of infrastructure projects in China. 
The electrical engineering and telecoms 
giant is already involved in 20 Chinese 
ventures, and Chairman Heinrich von 
Pierer said as many more would be 
launched within the next two years. 
DASA, a Daimler-Benz subsidiary, signed 
a deal to set up a Chinese satellite joint 
venture. Truck-maker MAN licensed a 
Beijing company to make bus chassis. 

Elsewhere during the visit, Cologne's 
Klickner-Humboldt-Deutz AG struck a 
partnership with Changchun's First Au- 
tomobile Works (FAW). A Tientsin re- 
search institute is currently testing KHD's 
new diesel motors in Chinese trucks. A 
Chanachun joint venture with FAW is 
supposed to start producing these at a 
rate of 100,000 a vear, starting in 1996. 

Kógel Fahrzeugwerke AG, which 
makes utility vehicles at Ulm, has a joint 


| venture with China's Jinan Kigel Special 
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Automobile Co. Ltd. The Conan 


ner is projecting sales growth for this 
venture of 2096 this year from last year's 
DM30 million. The venture's 1993 profit 
was about DM1 million. 

Shanghai Volkswagen Automotive 
Company, the first big Sino-German joint 
venture, has doubled its car output each 
year since 1991. Bernd E. Farny, a board 
member of this VW venture, said yearly 
production could reach 300,000 vehi- 
cles by 1998. 

Bundesbank's report for July shows 
that Southeast Asia has also gained in 
importance in recent years for German 
manufacturers. The central bank, how- 
ever, noted with surprise that only about 
DM250 million of Germany's direct busi- 
ness investment abroad, which has aver- 
aged DM19 billion in recent years, is 
going into Southeast Asia. 

Siemens is planning a major expan- 
sion of its two Indonesian production 
plants in concert with the Jakarta's prior- 
ity for electricity in- 
frastructure deve- 
lopment. Now that 
Indonesia is allow- 
ing 10096 foreign- 
owned subsidiaries, 
a European Union- 
financed master 
infrastructure plan, 
developed by 
power engineering 
consultant Lah- 
meyer of Frankfurt, 
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TRADE 


The Eastern 
Promise 


he aggressive new East Asia 
strategy of Germany's capital 
goods manufacturers paid off 
last year in a 27% improvement 
in the country's regional merchandise 
trade deficit. Germany managed to boost 
its exports to every one of its 15 leading 
Far Eastern trade partners. 

The export surge, coupled with a 
domestic recession that flattened German 
demand for imported Asian goods in 
1993, sliced. nearly DMI1O billion 
(US$6. 5 billion) from Germany's chronic 
regional trade deficit. The merchandise 
trade deficit with a range of 24 Asian 
countries stretching from India and Sri 
Lanka in the south- 
west to Japan and 
North Korea in the 
northeast shrank to 
:DM25.94 billion 
> last year from 
: DM35,55 billion in 
< 1992, said the 
German East Asia 
Society (OAV). 

Germany's 
1993 imports from 
the region remain- 
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has attracted strong © 000 Kong | peus ed nearly static at 
foreign interest. ^| Singapore | 1,004.3 4.6 - DMS85.4 billion, 

Siemens also | Thailand 962.8 | 807.8 19. 2|. while exports 
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transport infra- > 
structure, Kamag 
Transporttechnik 


GmbH & Co., a 
Kögel subsidiary 
that makes han- 
dling equipment for 
ship containers, 
has a delivery con 
tract for three 50- 
tonne prototypes 
from a port author- 
ity in Southeast 
Asia. + | 











liveries to China, its 
No. 2 regional trad- 
ing partner, swelled 
by more than 6796 
to DM9.6 billion 
from DM5.7 billion 
the year earlier. 
Even shipments to 
No. l-ranked dJa- 
pàn were up by 
more than DM1.2 
billion to DM15.8 
billion. 

In fact, the only 
export setbacks last 
year came with 
such trade light- 
weights as North 
Korea, Macau, Ne- 
pal, Mongolia, 
Cambodia апа 
Bhutan. The total 
change here was 
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At KfW we have been specializing in long-term export credits for E 
German capital goods for over 40 years. 











| In 1993 alone, KfW committed loans totalling DM 9,5 billion ie 
US$ 5,5 billion) to our worldwide partners to finance German : 
| exports. 


KfW's export credits are typically extended on the basis of | 
guarantees provided by HERMES, the official German export credit 
| insurer — frequently in conjunction with other German banks. 


transaction is gaining more and more attention in KfW's export 
financing activities. _ 


Project financing structured to the requirements of the specific _ 








KfW is strong in providing tailor-made long-term finance for major E 
amounts in leading currencies and attractive fixed interest rates. - 





For more information contact KfW's export financing depar ment. 





Palmengartenstrasse 5-9 - D-60325 Frankfurt am Main 
Phone 69/74 312339 - Fax 69/74312944 - Telex 4 152 560 kwd 





. only around DM50 million. 

|. The 1993 figures showed the “Four 
` Tigers" — South Korea, Taiwan, Hong 
Kong and Singapore — again followed 
Japan and China in terms of German 
exports and imports, with Taiwan lead- 
ing the pack. They were followed by 
Thailand, Indonesia, India, Malaysia and 
the Philippines. 

On the export side, it was the tre- 
mendous demand for machines and ve- 
hicles that raised China's purchases. The 
896 rise in Japan's purchases also re- 
versed a long downtrend for the Ger- 
mans. This was attributed to the stronger 
yen and more competitively priced Ger- 
man products. 

With only first-quarter figures avail- 
able so far for 1994, it looked as if 
German export growth to this region was 
continuing at а slower pace. But the 
incipient German economic recovery has 
also strongly revived imports from the 
Far East. 

While imports from Japan were down 
nearly 396 again, gains for some other 
key trading partners were dramatic. South 
Korea boosted its shipments by 4396, 
China by 31.596 and Singapore by 
33.596. Imports from all 24 countries 
were up 11.496 in the first quarter. 

German exports to Japan, China, the 
four tigers and Thailand were also up. 
Growth rates ranged from 29.696 for 
exports to Singapore to 5.8% for ship- 
ments to Japan. Exports to all 24 coun- 
tries of the region grew by 9.4% in the 
January-through-March period. 

Figures supplied by Germany's Fed- 
eral Statistics Office show that German 
exports to Asia now exceed its deliveries 
to North and South America combined. 
Last year, 47.896 of German exports 
stayed within the European Union (EU), 
15.596 went to EFTA countries, which 
are now associated with the EU, and 
12.996 went to Asia. 

The United States and Canada to- 
gether took only 8.4% of the German 
deliveries, followed by eastem Europe 
with 7.496 and Latin America with 2.5%. 
The rest of the world bought 5.596. This 
means that an occurrence such as the 
slowing of China's economic growth to 
perhaps 1096 this year means nearly as 
much to the German economy as the 
fall of the dollar and the weakening pace 
of the U.S. upswing. 

The German Government acknowl- 
edged these developments last year with 
its new Asia concept that backs up for- 
eign trade policy with a series of political 
initiatives. "Greater involvement in Asia 
is vital for Germany's economic future," 
Economics Minister GAnter Rexrodt told 
the OAV annual dinner last March. € 
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PORTS 


Competition to Reach 
Europe's Heartland 


hen Hamburg was still just 
50 Elbe River-kilometres 
downstream from the Iron 
Curtain, Asian shippers 
could get closer to the economic heart 
of western Europe by choosing a port 
further west and south. Hamburg s mis- 
fortune in those days has now become 
its most valuable asset. 

In an undivided Europe, Hamburg is 
the nearest a freighter from the North 
Sea can get to the European heartland 
that lies directly southeast, upriver on the 
Elbe. Thus the fall of the Iron Curtain 
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has conferred a geopolitical advantage 
on Hamburg in its competition with the 
continent's other big North Sea ports: 
Antwerp, Rotterdam and Bremen- 
Bremerhaven, 

In this “north range” competition, 
Hamburg was able to boost its market 
share to 25% last year from only 18% a 
decade before. Among German ports, 
Hamburg has also increased its share of 
freight handling in the same 10-year 
period to 64% from about 50%. As a 
result, the Elbe port has now cornered 
the growing container trade with Scandi- 
navia and especially with the Far East, 
4296 of Hamburg's container total. 

Naturally, some of these gains have 
come at the expense of the other Ger- 
man ports, large and small. Rostock, the 
Baltic Sea port that had served as com- 
munist East Germany's main window on 
global commerce, has been particularly 
affected. Rostock not only lost its 
shipping monopoly but found itself po- 
sitioned too far east to serve some of its 
region's new overseas export-import 
markets. 

In addition, Rostock's important ship- 
building industry had run on Soviet or- 
ders which have now dried up. One 
shipyard, Kvaerner Warnow Werft 
GmbH at WarnemAnde, now plans to 
build ships of up to 180,000 tonnes as 
a privatised company under Norwegian 
ownership. 

A new international agreement that 
is supposed to roll back public subsidies 
to shipbuilders in the OECD starting in 
1996, however, would benefit German 
shipbuilders because they have been 
getting less assistance than their com- 
petitors. It will also heighten global com- 
petition, according to Peter Beer, chair- 
man of Blohm + Voss, a big Hamburg 
shipyard belonging to Thyssen Industries. 

Though Rostock harbour has had to 
surrender 40% of eastern Germany's 
seabome exports to Hamburg since uni- 
fication, the 776-year-old Baltic port is 
now expecting strong growth through to 
the year 2000. Expansion is planned for 
cargo turnover, which came to 12 mil- 
lion tonnes last year. 

The main harbour, with 9,000 me- 
tres of dockside, can berth 35 seagoing 
ships of as much as 45,000 deadweight 
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tonnes. That corresponds to 
230 metres in length, 32 
metres width and 11.6 me- 
tres in draft. This overseas 
harbour has a capable con- 
tainer operation and handling 
facilities for bulk and loose 
general cargoes. New Baltic 
trade with northeast Europe 
can only grow. 

Bremen-Bremerhaven, 
which pioneered container 
trade in the mid-1960s and 
easily remains the strongest 
container port for the North 
American trade, was also the 
main port serving U.S. armed 
forces in Europe. 

On the other hand, Bre- 
men-Bremerhaven also benefits from the 
opening of eastern Europe, if not quite 
as much as Hamburg. Bremerhaven is 
also Europe's leading port for automo- 
bile imports and exports, while Bremen 
plays an important role in bulk commodi- 
ties. The port, operated for the city-state 
by Bremer Lager-Haus Gesellschaft, is 
developing its hinterland connections to 
the Czech Republic and the southern tier 
of eastern Germany. 

The third expansion of the Bremer- 








GERMANY IN ASIA 





haven container terminal, at a cost of 
DM700 million, provides 700 metres 
more dockside for a total of 3 kilome- 
tres. That is enough to serve simultane- 
ously 12 big container ships of the third 
and fourth generations. “We are the hub 
for container traffic in north, west and 
east Europe through our short-sea con- 
nections,” said Bremen Harbor Senator 
Uwe Beckmeyer. 

Providing jobs directly for around 
20,000 and indirectly for 70,000, the 


harbour functions similarly as 
a short-sea link for car ship- 
ments, he said. The Weser 
River port, which offers duty- 
free storage, now hopes to 
enhance its role by offering 
more value-added distribution 
services for large shippers. 
The base of Bremer Vulkan 
AG, Bremen also has a tradi- 
tional shipbuilding and heavy 
machinery industry. That in- 
cludes the Hagemann group, 
which is bidding for Eko Stahl 
AG in the East where it al- 
ready has construction sub- 
sidiaries and two Baltic ship- 
yards. 

With about twice the han- 
dling volume of Bremen-Bremerhaven, 
nearby Hamburg boosted its seaborne 
cargo turnover by 1.2% last year to a 
record 66 million tonnes. 

Container handling increased by 
9.6%, making Hamburg the world’s No. 
7 container port. The containerisation 
rate — the weight of loaded boxes to 
that of all general cargo — rose to 
78.2%. Naturally, Hamburg maintains 
liaison offices in Shanghai, Seoul, To- 
kyo, Singapore and Hong Kong. € 
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YOUR FAST ROUTE TO EUROPE 


. Our outstanding services 


are your advantage to 
enter the European mar- 
kets: 


gr save TIME by rou- 
: ting your cargo via 
Germany's only contai- 


ner hub port located 
directly at the open sea. 


gave MONEY by 
using BLG's indivi- 


That's the way your cargo likes it. 





dual customer service, 
guaranteeing optimum 
performance of your bud- 
get. 


gi HIGH-QUALITY 
TRANSPORTATION 
to keep your cargo mo- 


ving to your European 
customers. 


STATE OF-THE-ART 
COMMUNICATION 


speeds up the flow of 
your cargo information 
via EDI and PC Links. 


вува» VALUE AD- 
DED SERVICE inclu- 
des consolidation, distri- 
bution and warehousing. 


One call and you get it all: 
When you are looking for 
the best - call BLG, Ports 
of Bremen/Bremerhaven. 


Hong Kong/Southern 
China: John Lau, 7 F., Rm 
7008W, Asia Terminals 
Centre A, Berth 3, Kwai 
Chung, N.T. Hong Kong, 
Telephone: +852-4818308, 
Fax: +852-4818144 


Singapore: C.K. Ow, 200 
Cantonment Road, Suite 
09-01 Southpoint, Singa- 
pore 0208, Tel.: +65-2204-906, | 
Fax: +65-2245954 
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TECHNOLOGY 


Ingenuity is the 


Way to Wealth 


anufacturing basic goods 
for mass markets at home 
and abroad is increasingly 
difficult in а country. with 
high domestic production costs. Germany 
has responded to this competitive disad- 
vantage by concentrating increasingly on 
sophisticated products that command pre- 
mium price tags but are hard for foreian 
industry to match. 

In automotive engineering, for in- 





stance, this tends to mean luxury cars 


packed with unique engineering features. 
In machinery, German industry lays claim 
to global leadership in 44 specialties, but 
here some simple steps in the manufac- 
turing process are now being farmed out. 
Even upscale brands of German clothing 
now tend to be produced from German 
patterns by jobbers in Asia or eastern 
Europe, with perhaps only the final step 
in the manufacturing process being taken 
at home. 

Germany's highly skilled workforce 
and its strength in research and engi- 
neering also lend themselves increasingly 
to such sunrise technologies as environ- 
mental engineering, advanced materials, 
electronic medical devices, biotechnology 
and aerospace applications. 

The German medical technology in- 
dustry satisfies about 2096 of the world's 
exports in this field, making it the undis- 
puted leader. 

The global market for such advanced 
medical equipment as imaging systems, 
radiation therapy devices, devices and 
supplies for nuclear medicine, medical 
electronics and ultrasound diagnostics is 
estimated at DM38 billion (US$24.8 bil- 
lion) a year. 

The Far East appears to offer the most 
encouraging prospects for medical tech- 
nology exports these days. 

The German industry, which includes 
such companies as Siemens, DrNger- 
werk, Aesculap, Dornier and ae 


"Ul. raised its sales to Asia by 29.4% 





DM714 million last year. That dete: 
Asia’ share of total German exports of 
this nature to 15.9% from 13.2% in 
1992 and 11.5% in 1991. 

Last year, Japan alone took 5.9% of 


` the German industry's exports. That 
.made Japan the third-biggest German 


"d ` customer for medical technology after the 
|. United States and France. In 1993, ship- 


. 54 


ments to Japan increased by 29.696 to 
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DM263 million. Exports to China grew 


at triple that clip, or by 85.3% in 1993 
to DM115 million. With its 2.6% share 
of the total, China became one of the 
German industry’ s top 10 customers for 
the first time. 

The industry trade group, Fachverband 
Elektromedizinische Technik (FET), fore- 
cast more impressive growth for this 
China connection. 

"But even exporting to China isn't all 
roses,” said FET President Helmut Saiger. 
“More and more, production close to 
export markets is required and is indeed 
sensible because it is cost efficient.” 

Environmental engineering, a field in 
which Germany claims global leadership, 
is one that is increasingly in demand in 
fast developing East Asia. 

The engineering firms of Lurgi, 
Lahmeyer and Fichtner have discovered 
that environmental protection comple- 
ments their original business of energy 
and power-plant engineering. % 


An E conomic 
| Powerhouse 


The southwest comer of Gennany 
was а late starter in the Industrial 
Revolution, but gradually pulled 

‘ahead of the pack in the 20th 
century. This scenic region, once 
best known for Black Forest 
` cuckoo clocks and cherry sch- ^ 
napps, gradually became the pros- 
perous pace-setter of the German | 

. capital goods industry, dore 

Now called the state o Baden- 
Württemberg, the southwest has 
the country's densest concentration 
of machinery manufacturers, a tri- 
bute to the restless inventiveness. 
‘of its people. With such companies 
as Daimler-Benz, Porsche and 

-: Robert Bosch, it is also a leading 

. centre of the automotive engineer- T 

| ing and electronics sectors. B 
ae s the recent : 








THE EAST 


Employment 
Turns Upwards 


n 1992, which probably marked 
the historic. high tide of affluence 
іп western Germany, 45% of east- 
Mh. ern Germany's workforce became 
unemployed. Last year, two out of 10 
remaining manufacturing jobs in that part 
of the country also disappeared. The 
good news is that this disastrous trend 
should reverse by the end of 1994. 

The abrupt transition from a commu- 
nist system to a market economy has 
been a frightening experience for Ger- 
many s five new federal states in the East. 
No one is starving, of course: federal 
welfare, extensive make-work pro- 
grammes, professional retraining courses 
and curtailed shifts or early retirements 
have cushioned the blow of unemploy- 
ment. 

But that still leaves hurt pride, the 
new feeling of being helpless or useless. 
Low morale is reflected in a plummeting 
birth rate: only 80,500 babies were born 
in the eastern states last year, though 
103,100 children of foreign parents 
came into the world in all of Germany in 
1993. 

Some discouraged easterners yearn for 
the “good old days" when you couldn't 
buy a banana, a Volkswagen or a vaca- 
tion in Spain, but every adult had a 
constitutional right to a job. In the new 
state of Saxony-Anhalt, for example, 20% 
of the voters in June's state parliamen- 
tary election pulled the lever for the neo- 
communist successor to former East 
Germany's ruling Stalinist party. 

Westerners, who have taken a no- 
ticeable cut in their own standard of liv- 
ing so that more than DM100 billion 
(US$65.5 billion) a year in federal sub- 
sidies can be diverted to the economic 
reconstruction of the eastern states, tend 
to see this as ingratitude. The East now 
absorbs the equivalent of 4.596 of the 
West's GNP every year to fill the gap 
between its consumption and shrunken 
output. Only time and work will bridge 
this chasm. 

Yet eastern Germany is now a land 
of contrasts. Unification nearly wiped out 
the industrial economy in the period 
1990-92. But production there, led by 
two-digit growth in construction and serv- 
ices, should rise by about 896 this year 
after 7.596 їп 1993, making eastern 
Germany again Europe's fastest-growing 
region. Construction investment per 
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A country full of inventors 
exists only in fairytales. 


BADEN- 
WÜRTTEMBERG 





Or in Germany's Southwest. 


Whether you are in- 
~~ terested in our latest 


= inventions, our qua- 
2 lity guarantee, тайе- 


to-order microchips 

œ> at competitive prices, 
FÊ «modern environmen- 
tal engineering or telecommunications: It's 
not just the big names that count with us 
when it comes to favorable terms. The fact 
that Baden-Württemberg relies on inno- 
vative ideas and pioneering solutions for 
its future as Europe's No. 1 research region 
is a key reason why budding talent, start- 
up ventures and mid-sized companies get 
more than one chance here. That claim 
is buttressed on one side by a highly 
qualified workforce and on the other 





by 10 universities, 39 polytechnical colleges 
and 152 applied technology transfer cen- 
ters. 

What else does Germany's Southwest have 
going for it as your base in the heart of 
Europe and a prestigious calling card for 
340 million consumers? 

Take the fact that there's nothing foreign to 
us about American business. And we don't 
оо to bat merely for business ties. Rich hu- 
man contacts, exchange programs and 
partnerships count here too. 

Want to know more about your chances in 
the EU? About cooperation, branching or 
joint-venture arrangements? Or about the 
state and its people, and why so many 
American say they feel quite at home in 
Baden-Wiirttemberg? Just contact us. 


Baden-Wiirttemberg. The German South- 
west. The better location. 


For more information about Baden-Wiirt- 
temberg please contact: 
Baden-Württemberg Agency for Inter- 
national Economic Cooperation (GWZ), 
Berend F. Baron von Maydell 
Willi-Bleicher-Strafse 19, 70174 Stuttgart, 
Germany, Tel. (+49) (711) 227 87 20, 

Fax (+49) (711) 22787 22. 
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capita last year was higher than in west- 
ern Germany. 

Chancellor Helmut Kohl's 1990 pre- 
diction that the East's standard of living 
would match the West's in five years has 
been put on hold until the 21st century. 
Wages last year reached 6696 of the 
western level, nearly doubling 1990's 
level, yet productivity is still only half as 
good. The East is getting a dispropor- 
tionately large share of all business in- 
vestment, thanks to tax subsidies. Never- 
theless, growth is not yet self-sustaining. 

From building cranes to luxury cars, 
the trappings of capitalism and consump- 
tion show that eastern Germany's eco- 
nomic transformation has passed the 
point of no return. The essential ingredi- 
ent of success, an entrepreneurial middle 
class is taking shape. From 1990 through 
April 1994, there has been a net crea- 
tion of 620,000 registered new eastern 
businesses, after subtracting insolvencies. 
The mushrooming number of self-em- 
ployed professionals was estimated at 
440,000 by the end of last year. 

Reunified Berlin, the eco- 
nomic focal point of east- 
ern Germany, has become 
the biggest construction site 
in Europe. Such multina- 
tional companies as IBM 
and Coca-Cola have already 
transferred their German 
headquarters to Berlin, and 
some large German com- 
panies are building giant 
headquarters complexes. 
Yet the federal govern- 
ment's reluctance to redeem 
its pledge to Berlin by mov- 
ing from Bonn has created 
uncertainty. Nor did it help 
that Berlin lost its bid to host the Olym- 
pic Games in 2000. 

Sony postponed the start of construc- 
tion for its new European headquarters 
at Potsdamer Platz. A U.S. consortium 
has also delayed the start of its Ameri- 
can business centre at the old Check- 
point Charlie crossing between east and 
west Berlin. The Bertelsmann publishing 
group gave up on its media complex 
project because of a property claims dis- 
pute. And 15 of Berlin's 50 Japanese 
companies, particularly investment banks, 
have pulled out again because local busi- 
ness was weaker than they had expected. 

As the future seat of government, 
Berlin remains an irresistible magnet for 
Germany's business and professional 
associations. The national lobbies have 
either moved in or are shopping for 
suitable headquarters. Daimler-Benz's 
DASA aerospace group and the German 
railway plan to come, too. The number 
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of banks in residence also grew last year 
by twice Germany's average rate. Rep- 
resented in the Berlin financial centre 
currently are 147 banks, including 47 
foreign ones. 

The big problem for Berlin and the 
surrounding state of Brandenburg, with 
which it is slated to merge later, is to 
maintain a manufacturing base as subsi- 
dies are withdrawn. The industrial centre 
is stiffened by the presence of the Sch- 
ering pharmaceutical group, Siemens, 
AEG, DeTeWe telephones, Elf-Minol oil. 
Otis elevators and Gilette razors. 

In terms of real economic expansion, 
Brandenburg and eastern Berlin brought 
up the rear in the East last year. The 
small state of Thurinaia has been the 
star performer for the past two years, 
with double-digit real arowth rates. Gen- 
eral Motors’ Opel subsidiary, which 
opened a large plant at Eisenach in 1992. 
is now boosting its Thuringian output to 
660 cars a day. The state also has the 
privatised successors to East Germany's 
huge Carl Zeiss Jena optics and techno- 





Leipzig University: capitalism by degrees. 


logy group. 
Industrial Saxony and agricultural 


Mecklenburg-Near Pomerania ranked 
second and third in state growth rates 
last year. Nearly 3096 of the East's GDP 
in 1993 was generated in the Free State 
of Saxony, which had been the domi- 
nant industrial centre when the East was 
still prewar central Germany. Saxony- 
Anhalt was a distant second in output 
with something over 18%, followed 
closely by Brandenburg and Thuringia. 

Despite its potential, eastern Germany 
currently only accounts for 2% of Ger- 
many's huge export volume, which to- 
talled around 10% of the world’s mer- 
chandise exports last year. Last year the 
East “imported” DM250 billion worth of 
goods from the West, but managed to 
sell just DM36 billion of its own wares 
there. One of the big challenges is to 
make eastern goods competitive in west- 
ern Germany and on world markets. e 
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Cluster bomb containers used as a fence in a Hmong village. Thousands of unexploded U.S. bombs lie scattered over Laos. 


Deadly Debris 
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In Laos, the end of the Vietnam War didn't stop the killing 


By Grant Evans 


rom the road in the valley below, 
the semi-circle of people on the hills 


of Laos' Xieng Khouang province 
looked like a flock of animals grazing. But 
up close, it was easy to see that the two 
men working in the middle were digging 
a grave. A rough-hewn wooden coffin, 
with three bicycle tires slung around it 
for the carrying poles, lay to one side. 
The Hmong woman in the coffin had 
died that morning. Digging in her garden 
the day before, she unearthed a small 
bomb: It exploded and shrapnel slashed 
her throat. The nearest doctor or medical 
centre was miles away, and her now- 
mourning relatives were unable to save 
her. A bomb had claimed the 41-year-old 
woman's husband two years earlier. Now, 
relatives wondered, who would take care 
of her youngest children? 
Hmong elders chose the grave site for 
its geomancy; it was high up the slope of 
the valley, where the ground stretches 


58 


towards the Plain of Jars. Because her 
death had been violent and unnatural, her 
spirit could become an avenging ghost. 
So they laid the woman to rest far from 
the village, far from where elderly people 
who died natural deaths are buried. It 
seems the explosion separated her not 
only from relatives in this world, but also 
from those in the next. 

The United States air force ceased 
bombing Laos more than 20 years ago. 
But its deadly ordnance, scattered willy- 
nilly through the valleys and forests of 
Xieng Khouang and other provinces, con- 
tinues to kill unsuspecting villagers. It is 
as if a technological anarchist has run 
amok: In 1993, bombs killed 100 people 
in Xieng Khouang. This year, at least 30 
more people in that province have died. 
Official counts don't include unreported 
cases in remote villages, where these 
senseless deaths are accepted fatalistically. 
Nor do they include figures from the ad- 
jacent province of Houaphan to the north, 
or the southern provinces of Savannakhet, 
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Sekong and Saravane. Because they lie 
close to the wartime Ho Chi Minh Trail, 
these areas, too, were prime U.S. bomb 
targets. 

From 1964 to 1973, Laos endured some 
of the heaviest aerial bombing in history: 
580,000 bombing missions unleashed 
about two tonnes of ordnance per inhab- 
itant — at a cost of more than US$10 bil- 
lion. True, Xieng Khouang was a centre of 
civil-war battles, but the fact that so much 
destruction rained on the province was 
also an accident of geography. U.S. pilots 
regularly took off from northeast Thailand 
with payloads destined for North Viet- 
nam, but bad weather often prevented 
them from reaching their targets. Pilots 
couldn't risk landing with their bombs still 
aboard; and the added weight burned too 
much fuel. So they jettisoned their ord- 
nance over northern Laos and turned back. 

That explains the deep bomb craters 
found smack in the middle of nowhere. 
By 1968, Xieng Khouang's inhabitants 
were so afraid of bombing attacks that 
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they wouldn't go outside in the daytime. 
Instead, they built tunnels and lived a 
subterranean existence. By 1973, every 
town in the province had been destroyed 
and most of the population had fled or 
been forcibly removed. 

Now, residents have found practical 
uses for the lethal weapons' remains. 
Large cluster-bomb containers have been 
turned into pylons for rice storehouses, 
fences and pig troughs. The shells weren't 
so benign when they were dropped: Each 
held up to 50 bomblets that scattered far 
and wide when the container split open. 
About the size of tennis balls, most of the 
bomblets were designed to explode on 
impact. Others contained a random time- 
delay fuse, triggering their explosion 
shortly after they fell. But many never 
exploded. They lie undetected in fields, 
forests, along village paths and in school 
yards. To young children who find them, 
they look like playthings. 

Last November, Kou Ya, a four-year- 
old Hmong boy, was playing with his 
seven-year-old sister, Sia Ya. He found a 
bomblet — probably unearthed by con- 
struction work — by a road near Xieng 
Khouang's provincial capital, Phonesavan. 
Kou was tossing it like a ball when it ex- 
ploded. Kou was killed instantly, and his 
sister and a passing cyclist were injured. 
Sia died in hospital two days later. 

| life hasn't been touched by a 
bomblet's blast. And still there's no 
end in sight to the destruction. Xieng 
Khouang's economy centres on farming. 
To feed Laos's ever-increasing population, 
farmers must clear and prepare more land 
each year. For them, bomblets are a seri- 
ous hazard. In 1993, a farmer cleared 7,000 
square metres of land, carefully scouring 
it for the devices. He found 45. 

The Hmong people, who make up the 
majority of the province's population, en- 
gage mainly in upland slash-and-burn cul- 
tivation. They move every year, some- 
times settling on fields they've worked in 
the past. But as the province's population 
swells and more Hmong refugees return 
from Thailand, they are pushing into new 
areas. Setting up on land that hasn't been 
searched for bombs can have fatal conse- 
quences. But, in the whole province, only 
79 hectares have been systematically 
cleared of ordnance. 

In May, Mennonites — a North Ameri- 
can religious group with a pacifist tradi- 
tion — and the Mines Advisory Group, a 
local non-government organisation (NGO), 
began a US$1 million project to train local 
experts to locate and disable unexploded 
ordnance. The organisations also plan an 
ordnance survey in Xieng Khouang. If they 
can raise enough money, they hope to ex- 


tend operations to other provinces. 
The group has lobbied the U.S. Gov- 


here may not be a villager whose 
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ernment to shoulder some responsibility. 
But Laos still figures prominently on the 
U.S.’ list of communist countries, so it can- 
not gain access to bilateral U.S. aid. Wash- 
ington could channel money for the clean- 
up work through NGOs, the group sug- 
gests. But their request falls on deaf ears: 


In the U.S. political arena, Laos is associ- | 


ated with soldiers missing in action, nar- 
cotics, and alleged mistreatment of the 
Hmong. Few Americans realise that 
bombs U.S. pilots dropped decades ago 
are still killing Lao people — including 
many of the Hmong tribe. 

U.S. funds have quietly trickled in, 
though. A U.S.-funded project to clear 
opium fields in Houaphan province also 
cleared them of bomblets. To prepare for 
the arrival of repatriated refugees to 
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From bomb container to portable garden. 


Luang Nam Tha province, the U.S. paid 
to clear the land of ordnance. And, in an 
ironic twist, the U.S. Agency for Interna- 
tional Development helps fund a World 
Vision prosthetics programme that re- 
places limbs blown off by U.S. bombs. 
Recently, Washington offered to send 
a U.S. military Special Forces team to help 
clear ordnance. But Laos has not res- 
ponded. It seems the government isn't 
inclined to put out the welcome mat for 
the American military — even if it does 
want to clean up the deadly mess it left 
behind. And while these delays drag on, 
ordinary people in Laos remain exposed 
to the risk of injury and death. e 


Grant Evans teaches anthropology at the Uni- 
versity of Hong Kong. 
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MUSIC 


Universal 


Language 


China's rock-and-rollers 
sound out raw emotions 





By Matei Mihalca 

he mood of China's youth is re- 

f flected in three new albums by 

China's leading rock musicians. 

The artists have imbued their best-sell- 

ers with rebellion, romanticism and ali- 
enation. 

He Yong is an angry young man with 
the cantankerous personality of a prima 
donna. Heavily influenced by Western 
punk music, He is best known for stage 
antics that include shouting lyrics into a 
cellular phone while dressed in an impe- 
rial robe. “The world we live in, is like a 


_ trash site,” he proclaims in the title song 














of his new album, Trash Site. “While some 
people are on a diet, others die of hun- 
per” 

He shuns politics. But the anti-estab- 
lishment tone of his songs — many writ- 
ten after the Tiananmen crackdown — has 
attracted the authorities’ attention. His 
rebellious songs get little airplay on Bei- 
jing's radio stations. 

Zhang Chu, by contrast, is close to 
achieving household-name status. His 
songs not only emanate from FM radio 
stations, but are heard in restaurants and 
boutiques. The diminutive star spins ro- 
mantic but witty tales, often to a reggae 
or folk beat. Originally from Xian, in cen- 
tral China, Zhang projects the persona of 
a lonely troubadour lost in the big city. 

While Zhang pens vignettes of city life, 
Dou Wei — dressed all in black — slowly 
chants dark lyrics of social alienation. 
"How can I adapt myself to these times?" 
he asks in Sad Dream. "I don't know. Too 
many doubts, too few choices." 

In another cut, Dou asks: “Where is 
happiness? Where? Where? I never had a 
warm home, I was always worried, al- 
ways afraid," he sings in a mournful, tired 
tone. “I always had to be obedient, well- 
behaved." As the song ends, Dou repeats 
one word again and again: wusuowei, 
meaning, "it doesn't make any differ- 
ence." 

But like rock stars the world over, Dou 
and fellow Chinese rock musicians are try- 
ing to make a difference: They sing out 
views others are too afraid to voice. ш 


Matei Mihalca is a graduate student in Chi- 


| nese history at Harvard University. 
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We Ve seen our 





storage business 





grow 30%, our 





PC business grow 100%, and our 





Alpha AXP sales increase 164% 





Some people think those figures 
already represent a comeback. To us, 
its just a beginning. Digital is chang- 
ing from a company famous for com- 
plicated decision-making, to one 
famous for decisiveness. 

At our new Computer Systems 
Division, we're applying the lessons 
learned in our PC operation to our 
core business. The result: a division 


with its own manufacturing, engi- 





neering, sales and marketing—one 
that lets us pay more attention to your 


needs, with systems unequaled in 


their openness and range of choice. 
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THE BEST OF CISC, 
THE BEST OF RISC 


That choice begins with two equally 
supported platforms—Intel™ CISC 
for very high volume and high perfor- 
mance PC clients and servers, and our 
64-bit Alpha AXP™ RISC for 
absolutely blinding performance in 
workstations and servers. And we 
offer the only products you can con- 
vert from CISC to RISC. 

Now the industry is finally begin- 
ning work on 64-bit RISC, and we're 
happy to see this endorsement of 
Alpha AXP. But HP and Intel say it'll 
take a few years. We have 64-bit 


RISC now. With 6,000 applications. 


OUR SYSTEM: MANY SYSTEMS 
Fact is, Digital is a multiple operating 
system company because that’s what 
most of you are. In DEC OSF/1* 
we have the most standards-compliant 
highest quality UNIX* in the industry 
It gives you outstanding high availabil- 
ity features through clustering and the 
fastest recoverability of any UNIX on 
the market. And ours is the only com- 
mercial 64-bit UNIX system, which 
experts say will keep us the price/ 
performance leader for years. 

We offer OpenVMS™ because 
millions need it, as it provides the best 


clustering capabilities on the market 


of Digital Equipment Corporation. UNIX is a registered trademark of UNIX System 


for high-security, high-throughput, 
business-critical work. We plan to 
support it, invest in it, keep customers 
fully operational with it, and intro- 
duce it to new customers as well. 

What's more, Digital has part- 
nered with Microsoft" to bring you 
the Windows" operating environ- 
ment, Windows NT" Workstation 
and Server. 

All chese system options give you 
one very important thing. Choice 
without compromise. 


OUR SOFTWARE: TRULY OPEN 


Our openness even extends to software. 


One excellent example is our PATH- 
WORKS"" application, which lets 
you connect with anybody on virtu- 


ally any network operating system, no 


matter what client you're on. And our 
LinkWorks'" software lets you share 

and edit work regardless of application, 
on most any network operating system. 


OUR STRATEGY: 
YOU CALL THE SHOTS 


This multiple platform/multiple oper- 
ating system strategy means we never 
have to force a migration on you. You 
choose what's best now and we support 
it. You decide when, where, or if you 
want to migrate and we provide what 


you need. Simple. 


THE MOST ADVANCED 
TECHNOLOGY 


Nothing proves this better than our 
pioneering 64-bit RISC architecture. 
Where else in this industry are so many 


competitors so far behind a single leader? 


But dont worry, 





were planning a 





comeback. 
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Right now, our Alpha AXP clients 
and servers offer the highest perfor- 
mance and the best price/perfor- 
mance you can buy. 


THE EASIEST 
TO DO BUSINESS WITH 


One thing that definitely isn't chang- 
ing is our world-class service and 
support. To be even more responsive, 
we're dramatically expanding our 
relationships with resellers, VARs and 
System Integrators. Of course, if you 
need a direct relationship, we're here, 
with our partners, delivering the 
products. Our goal is to be the easi- 
est company to do business with. 
With the products and support that 
will keep you competitive into the 
21st century. 


Just like us. 
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Pacing the 38th Parallel 


State and Society in Contemporary Korea 


edited by Hagen Koo. 

Cornell University Press, Ithaca, N.Y. US$32.50. 
Korea Briefing 1993: Festival of Korea 
edited by Donald N. Clark. 

Westview Press, 5500 Central Ave., Boulder, Co. 
US$14.85. 


State and Society in Contemporary Korea 
presents important new analyses of the 
social metamorphoses, political strife and 
cultural upheavals that have accompanied 
Korea's "coming of age" as an industrial- 
ised nation. In this volume, the abstract 
"state vs. market" issue that preoccupies 
much of the literature on Korean eco- 
nomic development is sidestepped by po- 
litical scientist Jang-Jip Choi, historian 
Carter J. Eckert and sociologist Hagen 
Koo. Instead, State and Society provides 
historical interpretations of how dramatic 
economic changes and the stress of parti- 
tion have influenced class structure, self- 
images in civil society and the post-1987 
transition from military authoritarianism 
to a civilian government. 

Eckert's "The South Korean Bourgeoi- 
sie: A Class in Search of Hegemony" helps 
to explain the deep ambivalence Koreans 
exhibit towards the chaebol. With a demo- 
cratic transition under way, numerous in- 
terest groups are promoting their causes 
within the system itself, gradually aban- 
doning the old hyper-moralistic “opposi- 
tion at a distance." 

State and Society illuminates the rise and 
fall of Korean social movements, and why 
political cleavages follow their present 
contours. Seoul has been relaxing its con- 
trol over ideological controversy, in con- 
trast to the North Korean corporatist or- 
der illuminated by Bruce Cumings, who 
explains that Korean history has left be- 
hind fertile fields for ultranationalism and 
organicist analogies on both sides of the 
38th parallel. These insights, interwoven 
into the broader Cold War context of sac- 
rifices the Korean populace endured un- 
der occupation, partition and martial law 
regimes, help outsiders to comprehend the 
striking arrivisme of emerging middle 
classes in Seoul, Pusan and Taegu. 

Korea Briefing 1993 is the fourth in an 
annual series and the third edited by his- 
torian Donald Clark. This instalment ac- 
companied the Asia Society's "Festival of 
Korea," a programme of cultural events 
staged across the United States. Coverage 
ranges beyond political economy to in- 
clude Korean literature, music and dance, 
plus a useful chapter on the Korean im- 
migrant community in the U.S. 


An Asian tiger in any guise. 


The Korea Briefing series, though valu- 
able as an up-to-date reference on Korean 
affairs, naturally includes contributions of 
varying quality. "South Korea's Politics 
Since Liberation," by the late Donald 
MacDonald, argues that Koreans were 
"lacking real experience in democracy" 
before 1987 and so were "not ready for 
the responsibilities that accompany rep- 
resentative and participatory govern- 
ment." Jang-Jip Choi's "Political Cleav- 
ages in South Korea" in State and Society 
is more persuasive than MacDonald's es- 
say, which many Koreans will dismiss as 
an apologia for pre-1987 U.S. support of 
developmental dictatorships. 

David Steinberg's "Transformation of 
the South Korean Economy" and Chae- 
Jin Lee's “U.S. Policy Toward South Ko- 
rea," on the other hand, along with the 
editor's Chronology and his chapter on 
"American Attitudes Toward Korea," 
make Korea Briefing especially useful. A 
chapter on "Korean Perceptions of 
America" by sociologist Kyong-Dong Kim 
presents intriguing survey findings about 
xenophobia. Kim's explanations are su- 
perficial, however, and his contention that 
there is no "turn to anti-Americanism" is 
debatable. 

Modern Korean literature is discussed 
in Marshall Pihl's "Contemporary Litera- 
ture in a Divided Land" in Korea Briefing 
and in Uchang Kim's "The Agony of Cul- 
tural Construction" in State and Society. 
After sketching the historical background, 
Pihl offers a dated and idiosyncratic liter- 
ary canon, omitting such leading novel- 
ists as Park Kyongri, Hwang Sogyong, Yi 
Munyol and Kim Chuyong. Pihl remarks 
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that "politically moderate critics question 
the quality” of so-called "people's litera- 
ture." He speaks as a highbrow arbiter of 
"pure art" and his distaste for instru- 
mentalism also leads him to dismiss North 
Korean writing as so much formulaic 
propaganda. 

Kim, by contrast, focuses on South 
Korean dissident writers, relating their 
themes to the social conflicts reflected in 
their tales. He does not excoriate left-lean- 
ing "romanticism," but takes progressives 
to task for failing to achieve a convergence 
of political and aesthetic resonance, and 
finds them deficient in talent or spoilt by 
easy commercial success. 

State and Society is among the best re- 
cent volumes on Korea. Lamentably, 
someone at Cornell let a stream of typos 
pass into print, including repetitions of 
"facist" for "fascist," and the misspelling 
of the editor's first name on the spine. 

m James West 


James West is a lawyer in private practice in 
Seoul. 





Tooth and Claw 


Troubled Tiger: Businessmen, Bureaucrats, 
and Generals in South Korea by Mark L. 
Clifford. 

M. E. Sharpe, 80 Business Park Drive, Armonk, N.Y. 
US$55. 


In Troubled Tiger, Mark Clifford, a 
REVIEW correspondent in Seoul 1987-92 and 
current business editor, gives the inside story 
of Korea's economic growth and struggle to 
join the ranks of the developed world. The 
following excerpt is drawn from the Introduc- 
tion: 

“South Korea’s dilemma is simple: If 
it continues to follow the bureaucratic, 
government-dominated approach of the 
past thirty-plus years, it risks becoming a 
second, but lesser, Japan, inheriting many 
of the inefficiencies that make much of 
everyday life in Japan so dismal, before it 
has devloped the manufacturing prowess 
and huge capital surpluses that have 
made Japan a world economic power. 
Korean companies, their size notwith- 
standing, will be pushed to the sidelines 
of the international economy as its politi- 
cians and bureaucrats squabble over the 
spoils of a corrupt economic and political 
system. 

Yet if the country tries to make the leap 
to a more flexible, entrepreneurial eco- 
nomy, it will be taking an unprecedented 
risk. It will be a painful reckoning, one 
that will require opening the domestic 
economy to increased international com- 
petition and almost certainly leading to 
the dissolution of some of Korea's largest 
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business groups. 

Because government and business are 
so intertwined, dramatic reform is un- 
likely absent the threat of a crisis. Korea's 
officials will find it hard to relax their ob- 
sessive and highly personalised control of 
the economy and its companies are likely 
to continue celebrating size over efficiency 
and profitability. Simply put, it will be 
difficult for this tiger to change its stripes. 

To describe Korea as a paternalistic, 
authoritarian society does not, of course, 
explain Korea's enviable record of eco- 
nomic growth. Fear alone does not pro- 
duce prosperity, as the successors to Sta- 
lin and Mao learned to their regret. 

Korea succeeded in large part because 
the government got the fundamentals 
right. High levels of literacy, high sav- 
ings and investment levels, an inflation 
rate that stayed within bounds and an 
outward orientation to the economy 
helped provide an essential foundation. 
A population control programme that bor- 
dered on the coercive helped push birth 
rates down rapidly and minimised the 
impact of a post-Korean War baby boom 
on schools and, later, the labour market. 

There is a great deal of debate about 
how much of Korea's success reflects get- 
ting the basics right and how much stems 
from tinkering at the edges, from non- 
market forces. This book does not directly 
address that debate. Rather it looks at the 
relationship between authoritarian poli- 
tics and rapid economic growth, particu- 
larly at the often ignored or misunder- 
stood tensions between government and 
business, and within the government it- 
self, and the prospects for this system to 
continue contributing to high economic 
growth. 

For it is what Korea did differently, 
how it took basic tools like universal lit- 
eracy and high investment rates and used 
them to construct a modern economic 
power, that makes the country both se- 
ductive and chilling to anyone trying to 
figure out the puzzle of East Asia's ex- 
traordinary economic growth. Starting at 
the top, its authoritarian political leaders 
have promoted and presided over a cult 
of outward-looking economic growth that 
has animated the country. Korea's strat- 
egy included huge rewards — in the form 
of money, power and prestige — for busi- 
nesses that could carry out government 
policies, and the country has been able to 
marry the power of top-down, centralised 
planning with the need for flexibility and 
competition that characterises capitalist 
economies. It has done this through a 
strong state, which has used its control of 
the financial system in a credit-starved 
economy both to dominate the private 
sector and to channel the tremendous en- 
ergy and ambitions of Koreans anxious 
to rebuild their country after war and 
partition." "s 
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The World is Their Oyster 
Lee Kum Kee's saucy challenge 


Hong Kong 


hen David Tang launched his Shanghai Tang shop in Hong Kong in 
W es. his declared aim was a new “Boxer Rebellion”: a Chinese label 

that would hold its own with Western brands like Gucci and Christian 
Dior. It's a brilliant idea. But Lee Kum Kee may have beat him to it. 

Lee Kum Kee, of course, is Hong Kong's premier sauce company, dating 
back to 1888, when a restaurateur in a small Guangdong village invented oyster 
sauce. Today, it's still Lee Kum Kee's top money maker, and in many ways the 
company remains a typical, family-owned Chinese business, presided over by 
the founder's grandson, Lee Man Tat, and his four sons. But in their effort to 
transform the firm into a multinational food label selling to Asians and non- 
Asians alike, the Lees are trying to pull off a modern marriage between the best 
of Chinese tradition and Western know-how. 

"Many Chinese businesses just get old without evolving," says Lee Kum 
Kee's director of marketing, Mickie Leong, for- 
merly of Philip Morris. "The Lee family is differ- 
ent. You might say they are in the right business 
because they have a big appetite. They are very 
aggressive people, they take a lot of pride in be- 
ing Chinese, and they want to stay ahead." 

For starters, all four of Chairman Lee's sons, 
now in their 30s, were sent to university in the 
United States. That country is now Lee Kum Kee's 
largest market, and it shows more potential as 
Asian cooking becomes more popular among 
mainstream America. On the operations side, they 
have completely modernised production, opened 
offices in the U.S. and Europe and applied for 
the coveted ISO 9000 quality rating all in an ef- 
fort to become the Sony of the sauce industry. 

Here, too, they walk a fine line. Long a fixture in Cantonese kitchens, Lee 
Kum Kee needs to hold on to the mothers and grandmothers who have been 
loyal customers for years. But it also needs to make itself attractive to a new 
generation of affluent Asians and overseas consumers who might be turned off 
by a too-stodgy image. "If you make yourself too modern," says Leong, "you 
lose the existing base. If you stay old, you lose the young ones." 

The company's answer has been a creative mix of new premier and conven- 
ience products among the old reliables, much of it in new packaging designed 
by Alan Chan, a hot young graphic artist known for combining a Chinese feel 
with a contemporary look. Take XO sauce, a gourmet appetizer consisting of 
dried scallops, shrimp and red chilli peppers. About five years ago it began 
appearing in top-rank Hong Kong restaurants, and, sensing an opportunity, Lee 
Kum Kee decided to make it available to the mass market. Today its XO sauce 
(complete with an elegant, Chan-designed box) has been a smash hit. 

But Lee Kum Kee has not forgotten its faithful, who will still find their oyster 
sauce with the familiar label designed by the founder more than a century ago 
— а cheongsam-clad Chinese on a boat harvesting oysters. Ironically, flying 
their Chinese colours also appears the way to American hearts: A move in the 
late 1980s to a U.S. label (the "House of Lee") never took off. "They think it's 
fake," says Wilfred Wong, director of finance and administration. 

Like Hong Kong's own metamorphosis from a sleepy entrepot to Asia's 
leading business centre, the Lees seem to have managed it well, with world- 
wide sales in 60 countries now topping US$100 million — a 15-fold increase 
over the last 12 years. Asked if there are plans to go public, Wong becomes coy. 
“We are a company that says ‘never say never.” a 








Pearl of the Orient. 
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If A Customer Doesn’t 
Fit The Mould, 


"TU 


At Federal Express we've long learnt 
that customers come in all shapes 
and sizes. 

From rapidly rising entrepreneurs, 
to crisp, business-like conglomerates. 

Which is why, depending on the 
size and frequency of your consign- 
ments, we offer services way beyond 
the usual menu of shipping and 


scheduling options. 


Asia Pacific : Austrolio 1-800-021-021 • Guam 649 
e Korea 02-333-8000 « Macau 703-333 • Malaysia 800-6363 • New Zealand 0-800-733-339 
Middle East : Dubai 821-821 » Abu Dhabi 724-050 » Kuwait 564-0677 • Bohroin 530-440 FedEx 


Change The Mould. 


The way we see it, you can use 
these services as ingredients to serve 
up some rather powerful competitive 
advantages. 

Customized pick-up and handling; 
tracking facilities on your premises, 
rapid customs clearance; distribution of 
your shipments to multiple customers, 
or destinations, continents away. 


In addition to these services, 
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Federal Express’ Logistics Services has 
the muscle to provide warehousing 
facilities, inventory management, 
and the design and management of 
logistical systems for you. 

So, the next time you have a 
shipment give us a call. 

No matter what your require- 
ments, chances are it should be a 


piece of cake for us to handle. 


-4000 « Hong Kong 730-3333 • Japan 0120-003200 
e Philippines 831-0109 « Singapore 1-800-743-2626 • Thailand 367-3222 • Vietnam 290-747 
Logistics Services : Singapore 268-5722 * орап 5275-5918 
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The good times are back in Manila’s property indo. 


A Foot in the Door 


As Manila's property sector brightens, construction projects that 
have been on hold for years are moving ahead. But how long 
can the economy support the latest building spree? 





By Rigoberto Tiglao i in 1 Manila 


O sit with Megaworld Properties' 
| marketing director is to witness a 
boom in Manila's property market. 
“Only five units left,” boasts Peter Data as 
he monitors sales progress for a building 
that doesn't even exist. Within minutes, 
Data's pager beeps. He reads the message, 
then says with a wide grin: "Only two 
units left. We'll be wiped out today." 

Well, almost. It took Megaworld three 
more days to sell all the office and residen- 
tial space in a 22-storey project it plans to 
build in Manila's new Ortigas business dis- 
trict. For now, the building is little more 
than a blueprint; work is set to begin in 
November. 

Meanwhile, some powerful executives 
are breathing easier after making it through 
the door in time to snatch apartments in 
Ayala Land's 263-unit Asia Tower. The fact 








that prices for first-class flats in the heart of 
Makati, Manila's financial district, have 
risen nearly 50% in just two years — to 
P58,000 (US$2,210) a square metre — 
didn't slow their charge. 

“I had to go to Ayala Land's office my- 
self just to make sure I was on their pre- 
ferred list of buyers," said the Filipino head 
of a foreign stock brokerage earlier this 
month. "If I hadn't made my payment that 
day, it would have been gone." Months 
before the planned ground-breaking, all 
the units in the building have been sold. 

In short, Manila’s property market is 
starting to take off. The upbeat outlook 
owes much to the turnaround of the coun- 
try's fortunes. Relative political stability has 
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brought calm and confidence to the capi- 
tal. GNP grew 5.1% during the first half of 
the year. The rate may be unspectacular, 
but growth like this hasn't been seen since 
the late 1980s. Renewed optimism has fed 
the Manila stockmarket, which in turn has 
fuelled investment in property. Many com- 
panies, some with little background in the 
sector, are channelling profits towards 
more stable, long-term investments in real 
estate. The money is also coming from for- 
eign investors, who are returning to Ma- 
nila after a lengthy hiatus. 

"Things just haven't looked this good 
in many, many years," says Ayala Land's 
president, Francisco Licuanan. "There's a 
momentum that's building up and there's 
a lot more confidence over the country's 
future." 

A decline in interest rates — with the 
benchmark 91-day Treasury bill falling to 
about 9% from 12-14% last year — has also 
made property purchases attractive. At a 
T-bill rate of even 10%, the effective net 
yield after accounting for withholding tax 
is 8%. By comparison, the average net yield 
for investments in Makati commercial 
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property is 12.4%, according to Jardine 
Fleming Exchange Capital Securities. 

The new property frenzy ends five 
years of sluggishness in the sector. A build- 
ing spree followed the February 1986 "Peo- 
ple Power" uprising that toppled the Mar- 
cos dictatorship; but that boom was effec- 
tively squelched by a failed coup attempt 
in December 1989. Ensuing political insta- 
bility, a fiscal crisis, and a severe electricity 
shortage that lasted until last year helped 
send office vacancy rates to 20%. 

But the glut has disappeared, says Gero- 
nimo de los Reyes, chairman of property 
developer Rondel Management. "And 
there's no question in my mind that the 
property business is fast moving up," he 
adds. "The big-league players have by now 
positioned themselves for a boom." 

Even a major bank has reassessed a 
gloomy forecast that it issued in January 
for the sector. Its confidential report then 
rated the real-estate industry as "poor to 
fair." The bank's president now says: "The 
sector's certainly moved, but we can't give 
you our new study, as it identifies poten- 
tial lands we're thinking of buying." 


he land rush is so intense that one of 

T Manila's most cherished parcels — 

a tree-lined park in Makati known 

as the Ayala Triangle — has been turned 

into a feverish construction site. Ayala 

Land has chosen the plot, said to be the 

most expensive piece of real estate in the 

country, for its flagship building, the 33- 

storey Ayala Tower. Plans call for a 70-sto- 
rey building to follow next door. 

Yet another vote of confidence comes 
from Malaysian magnate Robert Kuok. 
After a two-year delay, he has given the 
go-ahead for construction to start in Octo- 
ber on a 30-storey office tower in Makati. 
The P2.8 billion building, called KSA 
Tower, is backed by Kuok Properties, San 
Miguel and the Andres Soriano family. 
When finished, the developers say, KSA 
will be the most prestigious office address 
in the Philippines. "People fall off their 
seats when I tell them the likely price — 
P100,000 per square metre," says Rufo 
Colayco, president of Kuok Philippine 
Properties. "But that's how optimistic we 
are about the property market." 

Colayco relates that when Kuok agreed 
to move ahead with the project, he said: 
"Okay, let's bring Manila into the 21st cen- 
tury." The building will use state-of-the-art 
technology. 

Signs that the city's skyline is entering a 
new age are already apparent. The gleam- 
ing 42-storey Rufino Pacific Tower became 
the country's tallest building and its first 
glass-sheathed one when it was completed 
last year. Built by Metro Pacific and the 
Rufino family, the tower juts from a bed of 
mostly 10-15 storey, nondescript buildings 
that date from the early 1970s. 

More high-rise marvels are on the way. 
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KSA Tower is just one of several major of- 
fice buildings that are expected to be com- 
pleted by 1997 (see chart). The new sky- 
scrapers will add an estimated 193,000 
square metres of prime office space in 
Makati alone, according to First Pacific Re- 
alty Partners. This amounts to 11% of the 
current Makati office stock. 

For buyers, the new space can't be 
ready too soon. Prices in key areas have 
become as steep as the new buildings. The 
cost of some top-grade offices in Makati 
has doubled to P60,000 a square metre in 
the last two years. Rents are also up. In 
Ayala Land's "6750" office building, for 
example, monthly rents are now about 
P630 a square metre, nearly a 40% increase 
over two years ago. Prices for plush resi- 
dential space in areas such as Ayala's 
Alabang Village also have climbed nearly 
40%, to P9,000 a square metre. 

Property companies, meanwhile, are 
showing the effects of the property take-off 
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Major commercial projects in Makati 





port. The P1 billion project had seemed 
headed for the shoals when construction 
began after the 1989 coup attempt. But it 
has since caught the start of the property 
market's turnaround. Sales accelerated last 
year, and 80% of the building is now sold. 
The project accounted for 10% of the com- 
pany’s turnover in 1993. This has 
prompted Metro Pacific to rush work on 
another high-rise building next door. 
Another company that seemed overly 
ambitious when it broke ground in 1989 
(on what then would have been the big- 
gest office complex in the country) is now 
sitting pretty. Philippine Realty & Hold- 
ings says it has sold nearly all the space in 
the first 33-storey phase of Tektite Towers, 
located in the new Ortigas district. Com- 
pany chairman Gerardo Lanuza says about 
40% of the units in its second tower (still 
being built) have been sold. “Sales have 
been phenomenal in the last two to three 
months,” Lanuza says. “Tower One prices 


Office space 


Completion date ("000 square metres) 


' < ioe 
м e. р 
La) А "e 
"Nx 4 - 3 + 
: ۷ C АЖЫМ» 1, TE 
: ~ Ayala Land Tower 1 @ 95 45 
Іл л p ya 
M Ip 2 2 ] 
РМ] Eek " 1 / 
M. 2% { t 
CA: 





Source: REVIEW Data 


in their performance figures. Ayala Land 
posted gross revenues of P3.8 billion in the 
first half of 1994, an 88% jump from the 
comparable period last year. Net profit rose 
56% to P1.2 billion. “We ourselves are sur- 
prised at the strength of the property sec- 
tor,” says Ayala Land’s Licuanan. “I know 
of a Makati landowner who's now asking 
for P110,000 a square metre.” 

The last reported transaction for Makati 
was in January, when Megaworld paid 
P83,000 a square metre for land in the dis- 
trict. Megaworld shares, which listed at 
P4.80 each on June 15, have nearly dou- 
bled to P10.25. That surge is all the more 
surprising given the fact that Megaworld 
is relatively new to the property business 
(see accompanying story). 

Metro Pacific — the Philippine flagship 
of Hong Kong-based First Pacific Group — 
has also discovered promise in property. 
Although manufacturing and distribution 
accounted for 81% of its turnover in 1993, 
the firm put a photo of the Rufino Pacific 
Tower on the cover of its latest annual re- 


FAR EASTERN ECONOMIC REVIEW 


Citibank Tower @ '95 IID — — 46 

Far East Bank Tower 9 '95 ES ——— 40 
PLDT Tower © '?6 В —— — — — 36 

World Centre © ‘96 S —— — — 22 

KSA Tower O 97 ЕЕЕ 00 

Rufino Pacific Tower 2 Ө '97 XS — — — — — 36 
Јака Tower © '97 JED — — 50 


Total: 357 


last year were at P30,000 per square metre; 
now it's about P38,000 [for Tower Two]." 

The push on prices is explained by basic 
economics: Demand exceeds supply. "The 
effective backlog [for office space] is esti- 
mated to have ballooned to 220,000 square 
metres, says Angelo Bengco of Jardine 
Fleming. 

Several factors have contributed to the 
rising demand, he adds. For one, the 
number of new firms — local and foreign 
— seeking space is growing at roughly 
16% annually. There is also a vast un- 
tapped market. Surveys show that only 
13% of multinationals and 28% of local 
companies own their offices. Megaworld's 
Data says that many Chinese-Filipinos 
who previously were content with offices 
in Chinatown are now buying space in 
Makati. 

Foreign investors — mainly from Hong 
Kong, Taiwan and Malaysia — are also 
looking at Manila with a more favourable 
eye and could be driving prices to an artifi- 
cially high level. “The Asean region is more 
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and more becoming a 
regional market," says 
Ayala Land's Licuan- 
an. Century Properties 
president Jose Antonio 
notes: "Combine politi- 
cal stability and the 
lowest property prices 
in the region, and 
you'll certainly attract 
foreign investors." 

Property consultant 
Robert Paluszka, who's 
been in the business 
since the 1970s, con- 
tends that the influx of 
foreign money is the 
most significant deve- 
lopment in the indus- 
try. "Prestigious prop- 
erty firms such as Ri- 
chard Ellis and Vigers 
are now closely study- 
ing the Manila market," he says. "I know 
of entire floors of new condominiums be- 
ing sold to foreigners." (A 1991 law allows 
foreign investors to hold up to 40% in a 
building.) 

A major bank's property study esti- 
mated that 15% of investors in the Makati 
area are from overseas. The figure is 60% 
in the Ortigas area. Industry insiders sug- 
gest that fast-growing developers such as 
Megaworld and ASB Realty are relying on 


Bottoms Up, Up Up 


Andrew Tan is a man who must appre- 
ciate cheap liquor. He doesn't necessar- 
ily drink it, though. He makes it. And it 
has made the Chinese-Filipino business- 
man a bundle of cash that he intends to 
parlay into a property empire. 

For Tan, the turbulence of the 1980s, 
which drove many other Philippine com- 
panies into bankruptcy, was a godsend. 
At the time, he had just two companies 
— Andreson's Group and Consolidated 
Distillers. Both made locally blended 
booze whose cheap price made it espe- 
cially attractive during the crisis years. 

The firms raked in profits, so Tan went 
shopping. With cash in hand, he bought a 
property here, a property there at a time 
when Manila land was going for rock- 
bottom prices. In 1989, he founded 
Megaworld — a name that makes clear 
his ambitions — and began to build high- 
rise condominiums on the sites. 

Megaworld has grown so big in the 
past six years that Tan's aim now is to 
build what would be the tallest office 
tower in Makati, Manila's financial dis- 
trict. He has largely shifted from booze to 
buildings: Megaworld's net income rose 





Rufino Tower: developers are 
planning more of the same. 


§ the financial clout of 
в Hong Kong and Tai- 
= wan investors. 

2 “Foreign money 
5 will be flooding in,” 
says Century Proper- 
ties’ Antonio. As an 
example, he points to 
Malaysia’s Westmont 
Holdings’ major stake 
in Philippine Racing 
Club, Inc. The com- 
pany owns a 24-hec- 
tare property on the 
outskirts of Makati 
that is expected to be 
developed into a com- 
mercial-residential es- 
tate. 

All this optimism, 
however, stands on a 
shaky foundation: The 
current economic re- 
covery could turn out as another false start, 
resulting in a replay of the 1990 glut. In 
this worst-case scenario, many medium- 
sized developers such as Megaworld, 
which relies on pre-sold units and loans 
for 70% of its financing, could face ruin. A 
rise in interest rates could also bring 
disaster. 

Another uncertainty 
that could crimp prop- 
erty prospects is the im- 









to P118 million (US$4.5 
million) in 1993 from 
P1.4 million in 1990. (No 
comparable figures are 
available for his other 
firms.) In an initial pub- 
lic offering that ended on 
June 7, the company 
raised P654 million; its 
share price has doubled 
since it began trading on 
June 15. (Some brokers 
claim the share price has 
been pushed up by 
Hong Kong and Malaysian investors 
who were talked into buying the stock 
by Megaworld’s underwriter, the Over- 
seas-Chinese Banking Corp.) 

The firm also derives some of its fi- 
nancing from pre-selling units in build- 
ings slated for construction. “For high- 
rise condominiums, you'd get all the fi- 
nances you need when you sell about 
30% of the project,” property consultant 
Dan Antonio says. 

Real-estate industry observers say 
Tan is representative of a group of low- 
profile Chinese-Filipinos who bought 
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Cheap Seats 


Average sale price of 
prime office space in 
major Asian cities 


US$/square metre 
[Seul —— — 


Jakarta — | 2,800 - 
Kuala Lumpur 2,178 
Bangkok | 194 


* At P 50,000 a square metre 
Source: Colliers Jardine, Review Data 


pact of new business centres. The Ortigas 
district, which offers prices about 209 
lower than those in Makati, is credited 
with keeping Makati property prices from 
soaring even higher than they have. But 
other major tracts that are slated for de- 
velopment could eventually drive prices 
down across the board. For instance, 
Filinvest Land plans to turn 244 hectares 
in Alabang, south of Makati, into a new 
commercial centre. If it succeeds, an area 
even bigger than the entire Ayala finan- 
cial district in Makati will be put into the 
market after three years. 

An even bigger potential threat to prices 
is the centrally located, 214-hectare Fort 
Bonifacio property that the government 
has opened to development bids. “With 
two major expressways running along it 
leading to the south and the north, Fort 
Bonifacio could turn Makati into just a sub- 
urb," says Rafael Buenaventura, president 
of Philippine Commercial International 
Bank, which is part of a consortium bid- 
ding for the property. 

Ayala's Licuanan suggests the Fort's de- 
velopment could pose a different threat: "If 
you get a financially weak developer in 
Fort Bonifacio without a long-term stra- 
tegy, he might just decide to dump the 
property into the market 
at extremely low prices — 
which would obviously 
dampen Makati prices." m 
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property in the 1980s 
and then became de- 
velopers. Only five 
years ago, Ayala Corp. 
was practically the 
only property firm in 
the stockmarket. Now 
there are 12 listed 
property-based firms, 
including Megaworld. 

Several have equity 
from Hong Kong, Tai- 
wan and Malaysia. For 
instance, Guoco Phi- 
lippines Holdings is 
30%-owned by the 
Hong Kong Guoco 
Group. In 1992, the group built a shop- 
ping mall in the Divisoria area, the coun- 
try’s largest trading centre. Group pro- 
fits were P83 million in 1993; Baring Se- 
curities forecasts they will jump to P520 
million this year as land sales pick up. 

Companies linked to Malaysian ty- 
coon Robert Kuok’s empire hold 34.5% 
of Kuok Philippine Properties, which 
posted net profits of P158 million in 1993. 
The group has built three Shangri-La 
hotels in the Philippines and is develop- 
ing the KSA Tower in Makati. 


m Rigoberto Tiglao 
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Hold the Corks 


pagne, but the worst is almost certainly 
over. That seems to be the consensus 
among economists in Tokyo as Japan 
struggles to pull out of a recession that has 
gripped the economy since early 1991. 
"There are weak patches in the domes- 
tic economy and there's always a chance 
that a further revaluation of the yen could 
upset business confidence," says James 
Vestal, chief economist at Barclays de Zoete 
Wedd (Bzw) in Tokyo. "But we still think 
СОР will grow by around 1.2% this fiscal 
year." (Growth was zero in 1993-94.) 
Government economists are distinctly 
more optimistic. In its monthly report re- 
leased on September 9, the Economic Plan- 


Car sales in Japan, 1994 


i ts still too early to break out the cham- 
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ning Agency (EPA) says "bright signs" are 
spreading and the economy has moved 
from an "adjustment phase" to one of ten- 
tative recovery. Notes one private econo- 
mist: "For an agency that picks its words 
carefully, after having misjudged the signs 
of recovery badly in the past, that's a sig- 
nificant change of position." 

One of the brightest signs that the EPA 
noted was an upturn in private consump- 
tion, which accounts for more than 50% of 
Japan's GNP. In July, sales at chain stores 
and supermarkets showed a year-on-year 
rise of 2.8% for the first time in 23 months. 

Car sales rose 2.8% in July and 9.6% in 
August over year-earlier levels. EPA econo- 
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mists attribute the increase partly to the Y6 | 


trillion (US$60 billion) income-tax cut an- 


nounced in February. The reduction was | 


the last of a series of fiscal measures de- 
signed to stimulate the flagging domestic 
economy. "The tax-cut money started com- 
ing through in June, so it's not surprising 
that people started spending more a month 


or so later,” says Fumihira Nishizaki, an | 


EPA economist. 


But some economists see more basic | 
reasons for a revival in consumer confi- | 


dence. Prices of manufactured goods have 
fallen by as much as 5% during the last 


year, says BZW's Vestal. "Japanese consum- | 


ers have at long last begun demanding 
value for money when they go shopping," 


he adds. It also means that incomes can | 


stretch further. 


On a darker note, the EPA says condi- | 


tions in industry are "patchy." Published 
plans for private investment during the 
year to March 1995 still show falls from 
year-ago levels. But the 3.8% decline indi- 
cated in a recent Bank of Japan survey is 
regarded as “modest” and there are signs 


that investment plans may be revised up- | 
wards given lower inventories, says Peter | 
Morgan, chief economist at Merrill Lynch's 


Tokyo office. 


The underlying trend for industrial out- | 
put has been improving since October, | 


when output was 10% below 1990 levels, 
according to the Ministry of International 


Trade and Industry. Improved production | 
means higher capacity-utilisation rates. | 


That's one reason why profits in the manu- 


facturing sector seem to be turning up af- | 


ter a four-year slide. 


But the pointers for the next six to nine | 


months are not all favourable, says BZW's 
Vestal. One serious worry is that another 
appreciation of the yen against the U.S. 
dollar could undermine further the profits 
of major exporters. A rate of Y90 to US$1 


(up from around Y99 now) is possible in | 


the next few months, say some economists. 
But if the yen rises that far, it will probably 
be the result of a collapse in the dollar's 
value against other major currencies. 
"While that would be a problem, it 


would at least mean that exports to non- | 


dollar markets such as Europe would be 
largely unaffected," says Morgan. In the 
meantime, imports are rising as a cheaper 


dollar lowers prices of foreign goods in Ja- | 


pan. For the year to June, imports ran to 
US$110.1 billion; exports to US$181.9 bil- 


lion. The trade surplus of US$71.8 billion is | 


a 4% increase from a year earlier. 
ш Charles Smith 
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The building blocks of Vietnam's economic future are being put into ice Di чр тапу nom find the going үт m 


ECONOMIES 


Homance Meets Reality 


In the race for the investment dollar, Vietnam is no longer 
fettered by the U.S. embargo. But high costs and a fearsome 
bureaucracy are putting some investors off. 





By Michael Vatikiotis in Bangkok 
Shortly after the United 
States lifted its economic 
embargo on Vietnam, 
American businessman 
Bill Willert stood on 

| Danang's fabled "China 
Beach" and dreamed of setting up a fac- 
tory to make his line of household disin- 
fectants. 

Back then, the only resistance Willert 
expected to meet was from fellow Vietnam 
War veterans in his home town of St. Louis, 
Missouri. Today, after six months of trying 
to secure land for the plant, he's less san- 
guine. “It isn't going as fast as I thought it 
would." Now, he's considering a site at 
Subic Bay in the Philippines. "There, they 
have laws you can go with," Willert says. 
"In Vietnam, it's still a hazy situation." 

The lifting of the 30-year-old embargo 
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in February erased Vietnam's last major 
disadvantage, in international economic 
terms. But it also stripped it of its special 
status as a country whose potential was 
artificially chained by its past. Now that 
Vietnam is playing on a level field, busi- 
ness people are taking a hard look at how 
it measures up as an investment destina- 
tion against regional competitors such as 
Malaysia, Indonesia, Thailand, the Philip- 
pines, Burma and China. 

The comparison is not always flatter- 
ing. In its favour, Vietnam has an able, low- 
cost workforce, a wealth of natural re- 
sources, a potentially important domestic 
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market, and what Hanoi-based diplomats 
generally consider a stable political climate. 
But weighing against these attractions is 
the high cost of doing business in Vietnam, 
the shortcomings of its industrial, legal, 
and financial infrastructure, and the fear- 
some bureaucracy of the investment-ap- 
proval process. 

Despite the obstacles, the momentum of 
foreign investment has clearly continued 
to build since the lifting of the embargo. 
The government is moving ahead with its 
economic reforms, and several major for- 
eign firms are laying the groundwork for 
long-term ventures. Some investors who 
got in early are starting to see their com- 
mitment pay off. 

As these and other building blocks of 
Vietnam’s economic future fall into place, 
there seems little doubt that it will succeed 
in lifting itself out of the ranks of the 
world’s poorest nations. How long that 
takes, however, may depend largely on 
how competitive it can make itself in the 
race for the investment dollar. And in that 
race, Vietnam hasn’t been as fast out of the 
starting blocks as some boosters had 
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hoped. “Investing is a matter of facts and 
figures, not sentiment,” notes Piet Steel, 
Belgium’s former ambassador to Hanoi. 
“The Vietnamese sometimes seem to for- 
get that.” 

Japanese Prime Minister Tomiichi 
Murayama delivered the same message 
during his visit to Vietnam in August. Ha- 
noi officials chided Murayama over the 
fact that although Japan is Vietnam's big- 
gest trading partner and aid donor, it 
ranks only eighth in terms of approved 
investment. Murayama replied that it was 
up to Vietnam to make its investment en- 
vironment more attractive to private firms. 

^| rate the long-term potential of this 
country as extremely high,” says Andreas 
Schlaepfer, managing director of Thai-Nes- 
tle Group. “But there are a lot of difficult 
hurdles to overcome to attain cruising 
speed.” Schlaepfer would know: Nestle has 
been negotiating with the government for 
more than two years over the terms of buy- 
ing back a pre-1975 plant in former South 
Vietnam. 

By far the most commonly heard gripe 
is how long it takes to get started in Viet- 
nam. It wasn’t supposed to be that way. 
The State Committee for Cooperation and 
Investment (5СС1), the authority that 
licenses all foreign investment, was 
conceived as a one-stop investment 
centre. But as one local economist 
quips: “It’s more like one stop with 
many doors.” 

Though the scci pledges to rule 
on investment licence applications 
within 30 days, investors are often 
hamstrung by other ministries, de- 
partments and local administrations 
that insist on vetting projects, either 
before or after they go through the 
SCCI. As a result, getting approvals 
can take anything from one to three 
years. And with corruption com- 
monplace, the process can be а 
costly one. 

The country's top leadership is aware 
of this, as it is of most problems facing for- 
eign investors in Vietnam. "Procedures 
have been made so complicated that if we 
fail to readjust, they must hamper our ef- 
forts as well as the eagerness of foreign 
business," Deputy Premier Phan Van Khai 
reminded the bureaucracy in a recent ad- 
dress. But efforts to dismantle administra- 
tive fiefdoms meet zealous resistance, es- 
pecially at the local level. "Regulations 
have become regionalised, which means 
added frustration," says John Dick, a law- 
yer with the Australian firm Freehill, 
Hollingdale and Page. 

One Australian developer found this 
out the hard way. After erecting an 11-sto- 
rey office building in the centre of Ho Chi 
Minh City, the Norfolk Group was in- 
formed by the local People's Committee 
that the top five floors must be removed. 
Yet the blueprint had been approved by 
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Foreign investment in Vietnam 
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[Japan — | 99 | 
Britain 
[Netherlands | 13 | 
_ Switzerland — | 16 — 
Thailand — | 52 | 220 million _ 
[Russa | 49 | 174 million 
Indonesia | 11 | 161 million | 
[United States | 16 | 159 million_ 


As of August 11, 1994 
Source: State Committee for Cooperation and Investment 


the Ministry of Construction in Hanoi. The 
matter is still unresolved. 

Bureaucratic nightmares like this can be 
encountered anywhere in the region, as 
veteran investors in China can readily tes- 
tify. But Thailand and Malaysia have 
streamlined their investment-approval 
processes in recent years, while Burma is 
showing a flexibility that matches its 
eagerness to break out of economic isola- 
tion. "Vietnam is in danger of falling into 
the 'too hard' category," says Raymond 
Eaton, chairman of the Bangkok-based Ex- 
port Development Trading Corp. 

The increasingly high cost of doing 
business in Vietnam makes the long wait 
for investment approvals even more pain- 
ful. Property firm Richard Ellis calculates 
that one square metre of prime office 
space in Ho Chi Minh City can rent for 
US$570 a year, more than in any other 
Southeast Asian capital. Standard rents for 
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industrial property at a Malaysian-run ex- 
port-processing zone in Danang, mean- 
while, are 50% higher than those in indus- 
trial estates along Thailand's eastern sea- 
board. That can make Vietnam's US$35 
minimum monthly wage look less of a 
bargain. 

Telecommunications links are good but 
pricey: Sending a one-page fax from Ho 
Chi Minh City to Bangkok costs about 
US$5, compared with US$2 to send it the 
other way. But in a sign that it recognises 
the risk of pricing Vietnam out of the mar- 
ket, the government recently announced a 
10% cut in international communications 
rates. It plans to bring them into line with 
regional rates over the next few years. 

Many foreign businesses are willing to 
tolerate high costs for the sake of Vietnam’s 
opportunities. But they can’t afford outra- 
geous ones. For Preben Hjortlund, the Ha- 
noi-based country manager for trading 
firm Schmidt Vietnam, the 10% cut will 
help take the sting out of his US$8,000 
monthly communications bill. “It’s mar- 
gins like these which can make a differ- 
ence to whether you come here or stay in 
Thailand or Malaysia," he says. 

Some manufacturers are attracted to 
Vietnam not only by its workforce, 
but also by the potential of a domes- 
tic market of 70 million. Yet official 
per-capita GDP now is a mere 
US$220, though unofficial calcula- 
tions put it at up to US$800 in urban 
areas. Industrial infrastructure re- 
mains minimal. ^We are not ready 
for the Philips of this world," says 
Nguyen Trung Truc, managing di- 
rector of Peregrine Capital Vietnam, 
referring to the Dutch electronics gi- 
ant. “We lack industrial linkages 
and can only afford cheaper, low- 
end products." 

Vietnam's export markets, for 
the moment, also remain limited. 
That could change if the U.S. grants 
most-favoured-nation trade status, but the 
issue of missing U.S. servicemen may de- 
lay that step. In the highly competitive 
garment sector, meanwhile, Vietnam ob- 
tained a quota to export just 22,000 tonnes 
a year to the European Union in 1993, 
minuscule compared to quotas for pro- 
ducers such as Taiwan, Thailand and the 
Philippines. 

Peregrine's Truc suggests that all these 
factors are adding up to dampen the en- 
thusiasm of potential investors. "People are 
getting fed up and frustrated. There is a 
realisation that doing business in Vietnam 
is no bed of roses," he says. 

Some of these problems are being ad- 
dressed. No longer fettered by the U.S. 
embargo, the World Bank, IMF and Asian 
Development Bank (ADB) are disbursing 
the first tranches of close to US$1 billion in 
soft loans they have earmarked for Viet- 
nam. Much of the World Bank and ADB 
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| money targets infrastructure. In the mean- 
| time, Hanoi is trying to bypass the short- 
| comings of its roads and ports by offering 
| tax breaks to lure manufacturers to self- 
| contained export-processing zones. 


The number of foreign banks with 
branches in Vietnam has climbed to 13, 
helping to compensate for the weaknesses 


| of the local banking system. Hanoi's Na- 
. tional Assembly is steadily churning out 
| economic laws that buttress the foreign-in- 
| vestment code adopted in December 1987, 


one of the most liberal in the region. Viet- 
nam is taking the slower path of picking 
and choosing individual laws, however, 


| rather than simply adopting an existing 


body of laws from another country and 
legislating exceptions. That means it is lag- 
ging behind even Burma, which has a body 


of commercial law. 


"Learn, not copy" is how Prime Minis- 


| ter Vo Van Kiet describes Vietnam's ap- 


proach. That adage reflects a proud nation- 
alism that carried Vietnam through war, 
but the sentiment can sometimes translate 
into tough going for foreign investors. 


| Since the lifting of the embargo, official 
| newspapers have carried articles accusing 
| foreigners of everything from cheating 


their inexperienced Vietnamese business 
partners to causing Hanoi's traffic prob- 


| lems. Diplomats believe the communist 


leadership, which regularly warns about 
the dangers of “peaceful evolution,” is fos- 
tering a more restrictive political atmos- 
phere to maintain stability as it presses 
ahead with economic reforms. 


| ietnamese authorities do have some 
economic justification for their wari- 


ness, however. Numerous early in- 
vestors turned out to be small-time opera- 
tors who acquired licences for projects they 
had no hope of financing; many planned 
instead to try to sell the licences for a profit. 
As a result, many approved projects never 
saw the light, and their licences were re- 


| voked. 


The total value of cancelled projects has 
reached US$734 million, out of total ap- 
proved investment of US$10 billion. Hong 
Kong companies top the list for most li- 


| cences revoked, dropping the colony to 
| second behind Taiwan in terms of total 


value of active projects. 

The government has now adopted a 
more discriminatory approach, which runs 
to using international accounting firms to 


. conduct credit checks on applicants. That 


rigour is welcomed by bankers and fund 
managers scouting for solid investments. 
"The carpetbaggers were giving the legiti- 
mate investors and Vietnam a bad name,” 
says Eugene Davis of the Bangkok-based 
merchant bank Finansa Thai. "Now we can 
separate the fake from the real." 

Indeed, the average size of licensed 


| projects has climbed to nearly US$10 mil- 
| lion from US$1 million in 1990. “You are 
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now getting household-name compani 
with real money and real projects," sa 
Bill Magennis, a lawyer for the Australi 
firm of Phillips Fox in Hanoi. South K 
rean companies were among the leaders 
the trend towards larger ventures: They o 
tained licences for 15 projects wor 
US$108 million in the first five months 
1994, compared with over 40 projec 
worth US$116 million over the whole 
1993. 

There are other signs that the mome 
tum of foreign investment in Vietnam 
continuing to build. Hanoi licensed proje 
with a total value of US$2.6 billion in t 
first eight months of 1994, compared уу 
US$2.8 billion in all of 1993. 

The big-name U.S. firms with licens 
ventures in Vietnam include PepsiCo, Co 
Cola and Mobil Oil. The Americans ha 
started out slowly: In the six months afl 
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Vietnam rents are world-class 
US$ per square metre * 


Tokyo ES 182 
Hong Kong SS — 1,58 
Shanghai SD 893 
Beijing SE 807 
Paris 05 — 781 
Hanoi 9 — 780 

Ho Chi Minh City 9 — 675 
Guangzhou —— 664 
New York S 636 
Taipei 85 —— 538 
Singapore ЫШ 533 
Sydney XS — — 454 
Bangkok ZZ — — — 251 


* Includes yearly rent, service charges and tax 
for prime commercial property 
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the lifting of the embargo, the SCCI i 
proved 16 U.S.-invested projects wo 
US$159 million. But with close to 60 L 
firms having posted representatives to 
etnam, more projects are sure to follow 

Tony Cailao, who heads up Citiban 
representative office in Ho Chi Minh С 
observes that pre-embargo expectation: 
a wave of U.S. investment were too 0| 
mistic. "You have to give U.S. compar 
time," he says. "Remember, the U.S 
coming out of a recession." 

Japanese firms have been notoriot 
slow in matching their aid and trade 
ume with investment dollars, but there 
signs that is starting to change. Securi 
house Nomura announced on Septemb: 
that it had signed a joint-venture agi 
ment giving it a 70% stake in a US$ 
million export-processing zone in 
northern port city of Haiphong. Japan 
trade officials say more big projects аге 
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the pipeline, including a US$300 million 
cement plant involving Nihon Cement and 
Mitsubishi Material. 

Some other Japanese firms are hedging 
risks through alliances with Southeast 
Asian firms. Mitsubishi Motors will manu- 
facture light utility vehicles with its Malay- 
sian partner Proton, and Mitsubishi Elec- 
tric is negotiating to build a consumer- 
products plant in Vietnam together with 
Thai manufacturer Kang Yong Electric. 

АП of Japan's top trading companies 
have offices in Vietnam. The most active is 
Nissho Iwai with around 21 Japanese exe- 
cutives stationed there. Unlike other trad- 
ers, Nissho kept its Vietnam office open 
during the 1979-89 Vietnamese occupation 
of Cambodia. Now it's cashing in on its 
loyalty. Nissho is a partner in a recently 
launched wood-chip venture in Danang 
and an oil-exploration project off the south 
coast of Vietnam. 

Having laid extensive groundwork, 
there's little doubt that Japanese com- 
panies will continue to step up their in- 
vestment. “The way things are going now, 
it looks as if Vietnam may come on stream 
as an attractive investment destination 
about the time political and other risks be- 
gin to build up in China," says a spokes- 
man in Tokyo for the Keidanren, Japan's 
leading business association. 

Some investors who got in early, mean- 
while, have learned to navigate around the 
obstacles in Vietnam's economy. One thing 
they have found out is that Hanoi, para- 
doxically, is now emerging as an easier 
place to do business than Ho Chi Minh 
City. They say a deluge of projects in the 
former Saigon has made local authorities 
more selective, so approvals can take 
longer. Hanoi's authorities are more eager 
and are accepting projects with lower capi- 
tal requirements. A hotel project in Ho Chi 
Minh City, for example, requires a mini- 
mum investment of US$10 million; Hanoi 
accepts hotel projects with minimum in- 
vestments of US$100,000. 

Ventures that generate hard currency — 
such as hotels, offices, and services geared 
towards foreigners — are still the choice of 
many foreign investors. One of the most 
successful examples is a tie-up between 
Telstra, an Australian telecoms company, 
and the Directorate General of Posts and 
Telecommunications. Telstra was a pioneer 
investor when it set up the country’s inter- 
national telephone network in 1986; it has 
been rewarded with a third of the revenues 
from overseas calls, which are billed in 
dollars. 

After getting that lucrative foot in the 
door, Telstra has increased its initial USS1 
million investment to US$197 million, 
financed largely by operating profits. “We 
don’t have to rely on raising money from 
the local economy; every foreigner doing 
business here has to use our telephone 
service," says Robert Scoble, Telstra's busi- 
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ness development manager in Hanoi. 

Citibank's Cailao agrees with the prin- 
ciple, and points to a different approach. 
“If you look at where the investment is 
going, it's in real-estate," he says. In Hanoi, 
property projects made up 45% of total 
licensed investments in the past six 
months, against 25% in industry. 

But Eugene Matthews, another early 
arrival, has decided to target the domestic 
market. Like other Americans who started 
off in Vietnam as consultants, he's seized 
the opportunity of the embargo's removal 
to use his valuable in-country knowledge 
for investment on his own behalf. Mat- 
thews' choice? A milk company. He's 
working on a prospective US$18 million 
tie-up with state-owned Vinamilk, which 
owns Nestle’s former plant. 

“We picked milk because the country is 
spending US$23 million a year to purchase 
imported milk products,” explains Mat- 
thews. Because Vietnam wants to develop 
import-substitutes, he'll be delivering what 
both the government and market are seek- 
ing. "It beats thinking about making 
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widgets here that no one could afford to 
use,” he says. 

Experienced Vietnam hands like Mat- 
thews and Schmidt Vietnam’s Hjortlund 
remain confident of Vietnam's future. They 
see the difficulties facing investors as char- 
acteristic of a transition period as the coun- 
try catches up with its neighbours. 

“Some of these problems are the same 
ones we faced in Thailand or Indonesia 10 
years ago or more; but here the transition 
period will be faster,” says Hjortlund. “If 
you see where the country was four years 
ago and where it is today, that should give 
you confidence that things will move much 
faster.” = 


FAR EASTERN ECONOMIC REVIEW 


ONNHS OSNIH/O2IHdVHO M3IA3H 


ECONOMIES 


Taiwanese 
Takeover 


Island's entrepreneurs 
are leading the way 


By Julian Baum in Taipei | 





After two years of talking, 
Taiwanese industrialist 
Huang Shi-hui was ready 
to abandon his investment 
plans in Vietnam. He had 
| discovered there was no 
way his prospective business partners 
could make good on several key promises. 

For instance, Huang had been told by 
the municipal authorities in Ho Chi Minh 
City that electricity wouldn't be a problem 
if he wanted to build an industrial park. 
He later learned from meetings with offi- 
cials in Hanoi that factories in the south 
were shut down as often as three days a 
week because of power shortages. 

When he confronted his Vietnamese 
colleagues, they suggested he build а 
power plant as well. “I was so angry I was 
ready to give up and go home,” recalls 
Huang, chairman of Ching Fong Global, a 
trading-to-construction group, and San 
Yang Industry, Taiwan's leading motor- 
cycle maker. 

Instead, Huang stayed put. Now his 
perseverance may be paying off. Three 
years after he learned a hard lesson about 
doing business in communist Vietnam, he 
has invested in projects worth more than 
US$300 million. These include two motor- 
cycle-assembly plants, in Hanoi and at 
Dong Mai, south of Ho Chi Minh City; a 
motorcycle-parts factory in Hanoi; a cement 
plant near the northern port of Haiphong; 
and the first Taiwanese bank with a branch 
in Vietnam, Cathay Investment & Trust, 
soon to be renamed Chinfon Bank. 

Ranked as one of Vietnam’s top foreign 
investors, Huang, 68, says business ven- 
tures should benefit both sides. For start- 
ers, he is trying to improve local sourcing 
of components. He recently invited 16 
other Taiwanese companies to invest in 
Vietnam to supply motorcycle parts for his 
“Bonus” and “Angel” brand bikes. Al- 
though it’s too soon to talk about profits, 
Huang says, his plants churn out 4,000 
motorcycles a month. He calculates he 
won't see a return on his investments for 
at least five years. 

Huang is not a typical investor. Trained 
as a neurosurgeon in the United States, he 
took over the family-owned Ching Fong 
business group from his father 15 years 
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150 recognised business schools, whose 
alumni compare (and compete) with 
the world's best. 148 universities, 
which have created a pool of over 

3 million engineers and scientists. 

Plus over 85,000 chartered accountants, 
company secretaries, and cost 
accountants. 

This is India. A vast pool of 
untapped potential that is now coming 
into its own with the impetus of 
liberalisation. 

Rediscover India. 

The companies leading the flood of 
foreign investment in India have 
discovered that they can run an 
operation in India completely with 
Indian personnel. And skilled 
professionals are on hand to man the 
entire supporting infrastructure — the 





Across the world, in the boardrooms 
and laboratories of the world's premier 
corporations, you'll find one of the key 
business resources of today's world. 
The Indian professional. 

You could find him (or her) playing 
a key role in the information industry 
worldwide. Or steering a complex pan- 
Asian marketing operation. Or simply 
demonstrating the entrepreneurial skills 
that the world has come to respect. 


3 million technical minds. 
Hardly surprising, when you 
consider that India offers a choice of 


banking network, the stockmarket, the 
transport network of airlines, 
roadways, railways, ports — in short, 
everything that keeps an economy 
running. 

With a commitment to economic 
reform that spans the country's huge 
resource pool, India is reaching out to 
the world. It's time you took a second 
look. Who knows, you might even find 
the Vice President (Technical) you've 
been looking for. 


For more information, call the 
nearest Indian Embassy or Consulate. 
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ago. He has since diversified the 100-year- 
old trading company into banking, con- 
struction, advertising and motor-vehicle 
making. 

The Taiwan-born entrepreneur first vis- 
ited Vietnam in 1989. As an early visitor to 
the country, he had access to top govern- 
ment officials. He was eventually won over 
by the willingness of the Vietnamese au- 
thorities to cooperate with him on a vari- 
ety of investment proposals. 

“It’s true that Vietnam's laws and regu- 
lations are not well established, so it's risky 
to invest there, he admits. "The good 
thing is the Vietnamese Government is tak- 
ing our advice seriously." 

Taiwan is Vietnam's leading source of 
foreign capital. (Although Hong Kong offi- 
cially ranks first, many of its project 
licences have been revoked.) According to 
Vietnamese government data, Taiwanese 
firms have won permission to invest 
US$1 7 billion in 152 ventures. 

Taiwanese projects are diverse: They 
include shoe, textile and food-additive fac- 
tories, pig and chicken farms, and banana 
and sugar plantations. Projects range from 
joint ventures with the government to tie- 
ups with some of the more than 800,000 
ethnic-Chinese who make up the heart of 
Vietnam's thriving private sector. 

What's more, Vietnam has become one 
of the top destinations in Asia for Taiwan- 
ese investors curious about business oppor- 
tunities outside China. About 10,000 Tai- 
wanese visit Vietnam every month. By 
comparison, 13,2200 went to Indonesia this 
May. (Many more go to China, though — 
an average of 125,000 a month last year.) 

The largest investor in Vietnam is Cen- 
tral Trading & Development, a venture- 
capital company controlled by Taiwan's 
ruling party, the Kuomintang (KMT). While 
some other KMT-affiliated firms have re- 
cently invested in Indonesia, Central Trad- 
ing is staking its future on four 
long-term projects in Vietnam. 
Altogether they represent an 
approved investment of about 
US$600 million. 





Part of the Taiwanese stake in Vietnam. 


local currency compared with many other 
countries, particularly Burma. Currency 
spreads are usually taken as a measure of 
the stability of the local economy and of 
the dependability of the local currency. 

Meanwhile, the KMT's prohibition 
against its companies investing in China, 
where most of Taiwan's outbound inves- 
tors have set up shop, worked in Vietnam's 
favour. “Mainland China had the advan- 
tage of opening up 15 years earlier," says 
Ting, “but it’s such a huge country that it's 
unmanageable." 

Like Huang, however, Ting admits to 
frustrations. "The difficulties can be over- 
whelming," he says, referring to Vietnam's 
cumbersome bureaucratic procedures. 
“But we've developed a relationship of 
trust with the Vietnamese Government be- 
cause we went there looking for what's 
good for the country as well as for profit." 
Now he says Central Trading often gets 
approval for new projects in its export- 
processing zone in a matter of weeks. 
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Export Platform 


Vietnamese wages are low . . . but so is buying power 


Central Trading’s first project was to 
reforest 60,000 hectares of land in Kien 
Giang province, near the Cambodian bor- 
der, which had been barren for hundreds 
of years. During the first few years, experts 
identified species of eucalyptus trees that 
can grow in the region’s highly acidic soil 
and successfully completed an experimen- 
tal planting. The company is now seeding 
the first 3,000 hectares in the US$27 million 
project. “This project required a long-term 
vision which has gained us confidence 
from the Vietnamese side,” Ting says. 

The company’s best-known venture is 
the 300-hectare Tan Thuan Export Process- 
ing Zone on the Saigon River next to the 
port in Ho Chi Minh City. It’s one of six 
licensed export zones in Vietnam but the 
only one currently operating, Ting says. So 
far 44 companies have rented sites there. In 
addition, three factories produce textiles 
and other products, and eight more are 
expected to open by year-end. The zone is 
a 70-30 joint venture with the Ho Chi Minh 
City government under a profit-sharing 
arrangement. The land has been leased for 
50 years. 

In a related project at nearby Hiep 
Phuoc, just south of Ho Chi Minh City, a 
675-megawatt power plant will supply 
power to the zone and to adjoining urban 
areas. The power project has an approved 
investment of US$205 million. (Taiwanese 
investors have criticised the Tan Thuan ex- 
port zone as expensive; space leases for 
US$100 a square metre for 50 years and 
users have to rely on costly small generat- 
ing-sets for power.) Ting says the first 
phase of the three-stage power project — 
scheduled for completion by 1997 — has 
already been sold out and the second 
phase is under construction. While 80% of 
the zone’s clients are Taiwanese, compa- 
nies from Japan, Thailand and South Ko- 
rea are also moving in. Ting says he ex- 
pects U.S. companies to lease 
space in the zone by the end of 
the year. 

But Central Trading’s big- 
gest challenge is an expansion 
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are estimated at US$242 mil- 
lion. а 
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Now Boarding 


Vietnam funds have no trouble raising cash 


4 Business people on the 
5 ground in Vietnam may 
WA harbour doubts about 

Y. how quickly they can turn 
Lj] a profit, but that hasn't 

» stopped mutual-fund 
managers from peddling the country as 

Asia's next economic superstar. Though 

Vietnam has no stockmarket and precious 

few local enterprises worth buying into, 

four mutual funds have raised US$275 mil- 

lion to invest there. Only time will tell 

whether these fund managers know some- 
thing others don't — or whether they're 
simply capitalising on Vietnam fever. 

The biggest and newest of the pack is 
Singapore-based Templeton Investment 
Management, which expects to raise 
US$105 million when it lists the closed-end 
Vietnam Opportunities Fund on the New 
York Stock Exchange late this month. “The 
fund is basically sold," says Templeton 
President Mark Mobius. "Demand has 
been tremendous." 

Mobius' reputation as one of the 
savviest fund managers in the world of 
developing equity markets helped ensure 
a good response. But even Mobius himself 
concedes he isn't sure how he'll put the 
money to work. Mobius isn't overly opti- 
mistic that Vietnam will have a capital 
market within the next two years, or that 
many companies will be ready to list even 
when there is one. "We hope for the best, 
but expect the worst," he says. 

To secure a New York listing, Tem- 
pleton had to build in investor safeguards. 
If by October 1997 at least 65% of the fund's 
total assets have not been invested in Viet- 
namese companies (or concerns which de- 
rive at least 50% of revenue or profit from 
Vietnam), shareholders will be asked either 
to change the fund's investment focus or 
liquidate it altogether. 

Even fund managers without Mobius' 
status have tapped the market. One is the 
Vietnam Frontier Fund, set up by Bang- 
kok-based merchant bank Finansa Thai 
and listed on the Irish Stock Exchange in 
August. It has raised US$50 million, mostly 
from securities firms in North America, Ja- 
pan and Europe. 

It's uncertain where the funds will in- 
vest all this money. The Hong Kong-based 
Vietnam Fund, set up in October 1991, has 
evaluated more than 300 projects. But of 
its US$54 million in total assets (all of it 
raised before the United States dropped its 
30-year-old economic embargo in Febru- 
ary), it has committed or invested US$20.9 
million in just seven ventures. 
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Some fund managers, figuring to make 
a virtue of necessity, plan to act as venture 
capitalists and wait for the inauguration of 
a stockmarket in order to cash out. 

"We don't need a capital market in 
Vietnam just yet,” insists Eugene Davis, 
managing director of the Vietnam Frontier 
Fund. The key to making capital work in 
Vietnam, he says, is to go in and manage it: 
"If you invest money and train people, 
you're making sure that your company op- 
erates properly." What's more, he says, the 
government likes this approach because it 
entails the transfer of skills and technology. 

While the Vietnam Frontier Fund has 
so far invested none of the funds it has 
raised, it is eyeing stakes in light manufac- 
turing industries like textiles, shoes, toys 





On the list of fund managers. 


and consumer electronics that produce 
both for export and local consumption. 

Banking also looks promising as an in- 
vestment, say fund managers, because late 
last year the State Bank of Vietnam ap- 
proved the idea of foreign partnerships in 
joint-stock commercial banks. Finansa Thai 
has permission to buy up to 30% of 
Haiphong's Maritime Bank. With assets of 
US$52.3 million, the institution is Viet- 
nam's third-largest private commercial 
bank. Its loan book grew 300% in 1993 and 
its deposit base 140%. 

Frontier is also close to investing in TN- 
Vina-Thai, a joint venture between Thai 
personal-products manufacturer TN 
Intertrade and state-owned Hanoi Pharma- 
ceutical Industries. Further off is the pros- 
pect of revenue from the Bong Mieu Gold 
Mine in Danang province. For that, Finansa 
Thai has teamed up with Canadian-based 
Indochina Gold Fields, which has other 
mining assets in Asia. 

Finansa Thai's strategy requires not 
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only investing in Vietnamese companies 
but also managing them. Templeton takes 
a different approach: It is waiting patiently 
for a capital market to evolve, and in the 
meantime parking most of its funds out- 
side Vietnam. "We are not venture capital- 
ists," says Mobius, Templeton's president. 
“We are totally passive and won't get in- 
volved in managing the companies we in- 
vest in." Templeton generally won't be tar- 
geting unlisted companies, unless they're 
likely to list on a future Vietnam bourse. 

Between the hands-on approach of 
Finansa Thai and the hands-off strategy of 
the Templeton Fund stands the Vietnam 
Fund. "We're not taking our people and 
putting them into individual projects," says 
Managing Director Martin Adams. But the 
Vietnam Fund will expect to place a repre- 
sentative on the board of many of the com- 
panies it invests in. 

Like the Frontier fund, the Vietnam 
Fund focuses on sectors expected to offer 
the quickest returns. Its largest commit- 
ment to date is in a Singapore-controlled 
real-estate venture in Hanoi. Dragon Prop- 
erties Asia is a mix of 
commercial, residential 
and retail development 
which has already in- 
vested US$10.1 million of 
the estimated US$40 mil- 
lion final cost, though 
business people in Hanoi 
say the project has yet to 
clear all the approval hur- 
dles. 

Leading the Vietnam 
Fund's actual investments 
is Agravina, formerly Bio- 
Organics International, an 
export-oriented flower 
and vegetable operation in 
the hill town of Dalat. The 
fund has put nearly 
US$500,000 into the firm, and has invested 
a further US$2.3 million in Maritime Bank. 

A problem for all these funds is the 
dearth of enterprises in which to invest. 
Even with a capital market, which is opti- 
mistically forecast for late 1996, no one is 
sure there'll be suitable listed vehicles. “We 
think in the early years, joint ventures 
won't be allowed to list,” says one fund 
manager. That would leave only Vietnam- 
ese companies, which are much riskier. 

In the meantime, the funds have little 
option but to invest in multinational com- 
panies with exposure to Vietnam. Such 
ventures may not be exclusively Vietnam- 
oriented, and could be listed on other re- 
gional bourses. Thailand's stock exchange 
already anticipates listing Vietnam com- 
panies in Bangkok, along the lines of the 
China stocks traded in Hong Kong. The 
Thai exchange's senior vice-president, 
Chaipat Sahasakul, says a Vietnamese 
company could list on the Bangkok bourse 
by the end of next year. i Michael Vatikiotis 
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TRADE 


All the Rage 


U.S. garment crackdown angers Indian exporters 





By Nigel Holloway and Doug Denton 
in Washington 





rid standards of American television. 

Someone set fire to a chiffon skirt with a 
cigarette lighter, and in less than five sec- 
onds nothing remained but charred scraps 
of fabric dangling from the waistline of a 
mannequin. 

That's how the United States Consumer 
Product Safety Commission, in a video- 
taped demonstration broadcast nationwide 
on August 12, illustrated its assertion that 
certain Indian-made skirts are dangerously 
flammable. It immediately ordered shops 
to stop selling the skirts and urged con- 
sumers to return them for refunds. About 
250,000 skirts were involved, making this 
the largest clothing recall in the commis- 
sion's 21-year history. 

A simple case of consumer protection? 
Indian exporters think not. While the 
Safety Commission was pursuing its inves- 
tigation, the U.S. Customs Department was 
holding up shipments of similar Indian 
skirts that it says were shipped to the U.S. 
as "handicraft items," a classification ex- 
empt from American textile quotas. U.S. 
officials insist the timing was purely coin- 
cidental. Indian textile exporters, while not 
denying that the skirts are highly flamma- 
ble, think plain old protectionism, not con- 
sumer safety, is at play here. 

“If the fire-safety thing doesn't work, 
something else will come," says D. K. Nair, 
director of the New Delhi-based Apparel 
Export Promotion Council, a state-affiliated 
organisation. “Somebody will bring up 
human rights or some other issue. If you 
take it as your objective to discourage 
imports, there are many ways of doing 
this." 

Sales of handcrafted Indian skirts are 
surging, so it's not hard to see why Wash- 
ington officials and U.S. apparel makers 
might be concerned about these garments. 
In the first half of this year, the U.S. im- 
ported 8.4 million of the brightly coloured 
dresses, up from 7 million in all of 1993 
and 1 million the year before. In all, the 
U.S. imported US$1.4 billion of Indian tex- 
tiles and apparel in the year to June 1994, 
15% more than a year earlier. India is 
America's eighth-largest supplier of such 
items. 

By no means all the skirts held by Cus- 
toms are of the extremely flammable type. 
But the "vast majority" of the unsafe skirts 
are of the same type as those allegedly 
evading quotas, says a U.S. trade official. 


| t was а startling image, even by the lu- 
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Indian textiles worker: uproar over American ban. 


Whether or not the exporters are right, the 
affair raises questions about the way the 
case has been handled by the U.S., and 
about when and how garments are tested 
for flammability. 

The type of Indian skirt involved has 
been on sale for at least five years in Ameri- 
can stores; no injuries have been reported, 
says the Safety Commission. It has also 
been on sale in many other countries, but 
an Indian trade official says he has no 
knowledge of the skirt being recalled for 
safety reasons anywhere else. 

The skirts are just one of 39 Indian ap- 
parel types exempt from U.S. quotas under 
a bilateral agreement in effect for many 
years. It was last renegotiated in December 
1991. All signatories to the international 
Multi-Fibre Arrangement exempt textile 
handicraft from quantitative restrictions, 
creating a loophole exploited by many gar- 
ment exporters. 

The U.S. trade official says that in the 
early 1980s Indian textile exporters were 
meant to stamp only handcrafted items 
with an elephant logo, but the stamp found 
its way onto other garments that were far 
from traditional. 

In this latest case, U.S. officials claim 
the skirts do not fit the bilateral-agreement 
criteria necessary to qualify as "tradition- 
ally and historically Indian." Indian offi- 
cials object, and have met twice with their 
U.S. counterparts in recent weeks to re- 
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solve the issue, so far without success. In- 
dian officials say U.S. Customs has im- 
pounded 22 shipments of Indian garments 
since June, although some subsequent 
shipments have been allowed. They say 
the economic impact of the clampdown is 
"quite serious" around the city of Jaipur 
in Rajasthan, where most of 
the hand-printed skirts are 
made. 

But New Delhi fears the U.S. 
recall will have a far wider im- 
pact. Officials say TV news re- 
ports "conveyed the impression 
that all Indian garments were 
dangerously flammable." In- 
deed, the Safety Commission 
conceded on August 18 that 
there was "confusion about the 
scope of the skirt recall," and 
clarified the exact type of skirt 
that was unsafe. 

Meanwhile, New Delhi has 
done nothing to damp specula- 
tion that the recall and the Cus- 
toms clampdown were linked. 
Embassy officials in Washing- 
ton have asked the Safety Com- 
mission who first tipped it off 
about the skirts, but "they 
haven't categorically replied to 
that question," says a diplomat. 
The commission has fewer than 
100 inspectors nationwide to 
check the safety of 15,000 con- 
sumer products. 

Robert Poth, director of the commission, 
says it learned of a possible safety problem 
with the skirts as a result of "a trade refer- 
ral Then, he says, "we went out and 
looked for lightweight rayon chiffon skirts. 
We sampled all that we found; the only 
ones that failed the flammability test were 
the ones imported from India." 

Poth says the commission “had no idea 
that customs or any other government 
agency was looking at Indian skirts." 
Even so, there has been considerable 
speculation among trade specialists in 
Washington about how customs and 
safety officials came to be interested in the 
same item at the same time. "There is a 
real likelihood that somebody in the [U.S.] 
industry came up with this idea that this 
[garment] would fail the flammability 
test,” says an American trade lawyer in 
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. Washington. 


Indeed, it is curious why, after five 
years and the sale of a quarter-million 
skirts, the U.S. Government happened to 
home in on Indian skirts. If it's not dis- 
guised protectionism, then the incident at 
least raises some troubling questions about 
safety testing in the U.S. 

“There are a lot of people that do not 
test," even though they are legally obliged 
to do so, says the manager at a New York 
commercial laboratory that tests textiles, 
referring to U.S. apparel importers. п 
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TRADE 


Tariff Tug-of-War 


European Union to reduce benefits for Asian exporters 


By Shada Islam in Brussels 


rade relations between the European 

Union and Asia's top exporting na- 

tions have never been easy. Asians 
say the Europeans are too quick to take 
anti-dumping action against their exports. 
The EU counters that for all the region’s 
gripes about protectionism, it runs a 
healthy trade balance with the Union; 
Asian countries excluding Japan last year 
notched up а US$10 billion surplus on Eu- 
ropean trade. 

The bickering may get worse. The Brus- 
sels-based European Commission, the EU's 
executive body, says it wants to curb the 
preferential tariffs accorded to Asian coun- 
tries for the last 20 years under its General- 
ised System of Preferences (GSP). 

The new measures were forwarded to 
the 12 EU capitals for approval on Septem- 
ber 8. They will gradually curtail tariff pref- 
erences in key industrial sectors given to 
highly competitive Asian nations: China, 
Hong Kong, South Korea, Singapore, Ma- 


laysia, Thailand, Indonesia and even India 
and Pakistan. The EU says these countries 
don’t need the benefits to sell their exports 
to Europe. Tariff benefits should be a “de- 
velopment tool” to promote exports only 
from the poorest nations, the EU says. 

If the Commission’s proposals are ac- 
cepted, the new GSP regime will start in 
January. Starting from 1997, tariff prefer- 
ences granted to Asia’s top trade perform- 
ers would be eliminated for products in- 
cluding textiles, clothing, footwear and 
consumer electronics. 

Asian countries exported about 70% of 
the US$60 billion of Gsr-eligible goods that 
Europe bought last year. According to an 
East Asian trade official, the scheme could 
lead to covert protectionism. “We expect 
some EU countries to press for our total 
exclusion from the scheme,” he said. 

To pre-empt such moves, Britain has 
told the Commission that the EU should 
cut tariffs for only a limited number of 
“rich” economies. That would mean South 
Korea, Hong Kong and Singapore would 


be eased out slowly, while China, Malay- 
sia, Thailand, Indonesia, India and Pakis- 
tan would continue to get GSP benefits for 
all products. 

China would be hardest hit; it received 
about 25% of the total GsP benefits given 
last year. The new measures would take 
away preferential tariffs for its chemical 
products, leather goods, clothing, footwear, 
glass and ceramic ware and some metals. 

Duty-free quotas and ceilings may also 
be phased out. More than 150 categories, 
ranging from chemicals to ceramic goods 
to bicycles, would be deemed highly sensi- 
tive. These would be eligible for only a 20% 
tariff break while more than 200 semi-sen- 
sitive goods such as jewellery, calculators 
and watches would get a 40% tariff cut. 

To encourage stricter environmental 
standards and labour laws, the Commis- 
sion also wants a "special incentives" 
clause. This would give an extra 20% tariff 
reduction, for example, on exports that 
have not been made by child workers. 

British trade officials, however, warn 
that the GsP should not be used to impose 
standards in non-trade areas. Asians fear 
the special incentives could set a precedent 
for future discussions on workers' rights 
and environmental standards within the 
World Trade Organisation, the interna- 
tional trade agency set to take over from 
Gatt. a 


CLOSE ENCOUNTERS WITH HONG KONG 
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In one minute, you're at the harbour's edge. The 
Star Ferry is five minutes walk. Dining. Shopping. 
The lights. The sights. It's all just steps away. 


A), NEW WORLD HOTELS 
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At the New World Hotel. 





In Hong Kong, for the places you want to be, the 
place to be is in the heart of Tsimshatsui. Kowloon. 


NEW WORLD НОТЕ 


A New World of Hospitality 


NEW WORLD HOTEL:. 22 SALISBURY ROAD, TSIMSHATSUI, KOWLOON, HONG KONG TEL: (852) 369 4111 FAX: (852) 369 9387 
RESERVATIONS: TOKYO: Utell International (03) 5561 9353, STERLING INTERNATIONAL (03) 3535 3868; SINGAPORE: Utell International (65) 223 9955 
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Airbus Industrie's A330 shows off Cathay Pacific's new livery. 


The Next Generation 


New mid-size jets will open up more Asian routes 








By Nury Vittachi in Hong Kong 

oeing Vice-President Larry Dicken- 
EB son dubs his company's new jet “the 
Asian Express." That's because the 
Boeing 777 jet, which Hong Kong’s Cathay 
Pacific Airways will start flying as early as 
1996, was designed with Asia in mind. 

Airlines in Asia have long complained 
that the aircraft available to them were 
either jumbo jets (too big) or trijets (too 
small). Now the world's three largest 
airplane makers are launching mid-size air- 
craft especially designed for the affluent, 
fast-growing Asian market. 

The newer aircraft are suitable for long- 
distance trans-continental travel, but can 
double up as short-haul regional aircraft. 
The smaller jets make financial sense be- 
cause more of their seats are filled on mar- 
ginal routes. What's more, they require less 
maintenance and offer better fuel effi- 
ciency, which pares costs per passenger- 
kilometre. 

The jets will change the region's 
economy by knitting together a range of 
smaller or less frequently served cities into 
the web of international routes. Cities like 
New Delhi and Perth, which are served 
only sporadically (or not at all) by direct 
flights to regional centres such as Hong 
Kong and Bangkok, now can look forward 
to non-stop daily flights. 

Among older-generation aircraft, the 
Lockheed TriStars being phased out by 
Cathay and АП Nippon Airways have as 
many as 299 seats. Boeing 747s have up to 
566. Slotting in between are the newer gen- 
eration of aircraft: Airbus Industrie's A330 
will have 335 seats, Boeing's 777 will boast 
328 and McDonnell Douglas’ MD-11 will 
provide 300. (These are figures for basic 
models; users can vary the number using 
different seating plans.) 

With business booming in Asia, it 
makes sense for Airbus, Boeing, and 
McDonnell Douglas to design planes that 
are well-suited to the region. About 40% of 
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Boeing’s orders for its 777s come from 
Asian carriers, among them АП Nippon 
(17), Thai International Airways (eight) and 
China Southern (six). 

Meanwhile, Airbus Industrie has sold 
its A340 (230-290 seats) to several Asian 
carriers, including Singapore Airlines and 
Air Lanka. The A340s can fly more than 
13,524 kilometres — the distance between 
New Delhi and Washington — without re- 
fuelling. The aircraft is designed to fly non- 
stop for 16 hours. The TriStars, while they 
are smaller, cannot connect cities much 
more than five hours apart. 

Hong Kong-based Cathay is one of the 
region's airlines that has bought the Air- 
bus pitch. “For the ultra-long-haul routes, 
the economics of the A340 are better — 
747s are too big for Amsterdam, Zurich 
and Rome," says Peter Sutch, Cathay's 
chairman. He hopes to add non-stop daily 
services to these European cities in the first 
half of next year, shortly after Cathay re- 
ceives the first of its nine new A330s. 
These cities currently aren't serviced with 


Taking Flight 


Traffic growth in major 
air travel markets 1994-2013 
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daily flights, and most flights that do ser- 
vice them have at least one intermediate 
stop. 

Cathay will use one of its new A330s to 
step up flights on what is now an infre- 
quent and indirect route between Hong 
Kong and Brisbane. And it has asked avia- 
tion authorities in India for a New Delhi- 
Hong Kong route. Direct flights are also 
planned from Asia to secondary European 
cities such as Manchester, England, using 
the A330 or its smaller sister, the A340. 

Hong Kong-based Dragonair, which 
Cathay Pacific operates and partly owns, 
plans to use its new Airbus jets to increase 
services to second- and third-tier cities in 
China, such as Xian, Ningbo and Dalian. 

Cathay isn't the only Asian carrier on a 
new-model buying binge. Another regional 
giant, Singapore Airlines, is one of Airbus’ 
favourite customers. The airline has or- 
dered 17 A340s and plans to expand its 
route network throughout Europe. 

The world's aircraft manufacturers, 
which have been battered by weak de- 
mand since the beginning of the 19905, fig- 
ure Asia is their best hope of salvation. 
“The combination of high and continued 
economic expansion in the Asia-Pacific re- 
gion, large population centres and major 
tourist attractions, single out this part of 
the world as a key to the prosperity of air- 
lines,” says Jean Pierson, president and 
chief executive officer of Airbus Industrie. 
Airbus forecasts 8% annual growth in pas- 
senger traffic to 2006, far faster than Eu- 
rope's 5.1% and North America's 4.4%. 

Adam Pilarski, chief economist at Mc- 
Donnell Douglas, predicts Asia's interna- 
tional passenger traffic will increase nearly 
five-fold in the next 20 years, to 2.2 trillion 
revenue passenger miles compared with 
449 billion in 1993. 

Beneath the giant trio of Airbus, Boeing 
and McDonnell hover smaller manufactur- 
ers hoping to take advantage of under- 
served niches in booming Asia. Ishika- 
wajima-Harima Heavy Industries of Japan 
is planning to build a 100-seat regional jet. 
Boeing is discussing making smaller jets 
with Japanese aircraft designers, while 
Aerospatiale of France is talking with 
aviation companies in China and South 
Korea. 

One of the best potential markets for 
smaller planes is in Taiwan. "Taipei-Kao- 
hsiung is the world's most frequently 
flown city-pair with up to 79 or 80 flights a 
day," says Torbjorn Karlsson, regional sales 
manager at Saab Aircraft Asia-Pacific. The 
island has eight airlines that use 30-70 seat 
aircraft for domestic hops. 

Whether it's mid-size jets or even small- 
er aircraft, niche marketing will allow air- 
lines to boost profits and trim passenger 
costs. Says Rick Fry, manager of Cathay's 
Airbus fleet: "Lower-cost trips are an in- 
creasingly vital yardstick in the current air- 
line environment." a 
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"Marqués de Villena Parador. Alarcón. Cuenca. 
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We built them to keep you out. We've re-built them to keep you іп. 





In 1928, the drawbridge was lowered on the Spanish "Parador". And for the travelling public, *'castles 
in Spain" became a reality • Since then, these state-owned "inns" have opened up some of Spain's 
most beautiful countryside • Of course, not every Parador is a castle. You could just as easily 
find yourself staying in a palace or a convent • Many Paradors have pools and tennis courts. Some 
have golf coursés» While others offer water sports, fishing and even big game hunting right on their 
doorsteps.» Afterwards you can fortify yourself with some of the finest regional cuisine in the land 
. Traditionally, Paradors are situated a comfortable day's car-ride apart * And at the end of the 


day, you won t have to fight your way into your hotel. Ж 
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400. More space. More versatility. More possibilities. 


Think of where you would rather 
be right now. Fishing? Paragliding? 
Scuba diving? Now think about the 
type of vehicle you need to get there. 
Mitsubishi did. And now, wed like 
to introduce a totally new-concept 
vehicle for your active lifestyle: the 
L400. Its fully flat floor maximizes 
the interior space to open a whole lot 
of possibilities for you. Need room for 
family and friends? You can arrange 
the L400's three rows of comfortable 
seats in more than a dozen patterns. 


The seats can even face each other, 
for a cozy lounge-like interior. Active 
people need room for equipment 
too, so there's plenty of cargo space. 
And because getting there is half the 
fun, Mitsubishi engineered the L400 
to perform unlike any multi-purpose 
vehicle you've ever encountered. It 
handles smoothly on those twisting 
back roads that lead to so many fun 
places, so driving the L400 is a pleasure 
in itself. But driving is only one of 
the many pleasures the L400 makes 


possible for you. Just think of all the 
other possibilities. Mitsubishi did. 





The front-engine layout and fully flat floor deliver: 
e More interior space, for greater utility and comfort 
e A sedan-like cockpit, for easier driving 

e Enhanced performance and greater safety 


New 


MITSUBISHI L400 


MITSUBISHI 
MOTORS 


CREATING TOGETHER 


Forty-one firemen couldnt put it out. 
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Testimonial reflects actual events. (А) and Motorola are trademarks of Motorola, Inc. ©1994 Motorola, Inc 





Baked. Drenched. Tested to the 
extreme. A Motorola cellular phone 
stands tough in the face of torture. 
Just ask Danielle Behe, whose 
phone came back from the ashes 
of a three-alarm fire. Motorola. 
The best-selling, most preferred 


cellular phones in the world. 


t Bas E a | 
MOTOROLA 









„Деб: ^os 
888. i уда Hotel 


| paat harried hotel 
°% to try to keep 


чоп can't keep getting worse 
wë will have a real disaster," says the 
Rembrandt's general manager, Heinrich 
Stocker, sounding more hopeful than con- 
vinced. "The only way to survive now is to 
give good value for money." 

A combination of over-building — 
which has nearly doubled the number of 
quality hotel rooms in Bangkok since 1990 
— and slower-than-expected increases in 
visitor arrivals has cast a dark cloud over 
hotels in the capital. Hardest hit are those 
at the top end of the market; a lesson pain- 
fully learned in the past two years is that 
visitor traffic can sustain only a handful of 
luxurious, five-star establishments. As а 
result, many hotels that began as five-star 
properties are rapidly lowering their 
rates to the four-star range. 

“We would rather be an excel- 
lent four-star hotel than a mediocre 
five-star one," says Peter Caprez, 
general manager of the Amari 


o" 
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(nd ` „ое Ион 
ы un / c resses, saw Из av 
xal room rate drop to Baht 2,244 (US$90) 
xe\S © August, according to industry sources. 
Kno _/The newly opened Amari Watergate 
| 1 о - Rarged an average of Baht 1,200 in Au- 
= awn © a S es gust despite offering one of the most tech- 
сс. M m xY nologically advanced facilities in Bangkok. 
Ae ‘he Бат The hotel boasts a fully automated voice- 
اکان‎ ene ct coh mail system in its rooms and is installing 
MY a =n Ouni- facsimile machines in its executive suites. 
ne wee 0 guj ir The lowest rate at the four-star Rem- 
clle a wot wc brandt, claims general manager Stocker, is 
„ле a WY Baht 1,200 a night. But rival hotels and tour 
«Є gut ©, avéd exclu- operators say the Rembrandt frequently 


offers rooms at less than Baht 1,000 a night. 


Amari Watergate: room-rates draw. 


Be Our Guest 


Average daily room charges and occupancy rates 
for selected Bangkok hotels, August 1994 


^| am not popular [with other hotels] be- 
cause they say I give deep-discount rates, 
but it’s not true,” says Stocker. “I give mar- 
ket rates and right now the market is 
tough.” 

A look at the supply-demand equation 
facing the industry shows just how tough. 
By 1996, the number of hotel rooms in 
Bangkok that rate three or more stars will 
total 28,736 — more than double the 1990 
figure, according to real-estate consultant 
Colliers Jardine. 

Demand, on the other hand, is running 
in a different direction. After recording 
12% average annual growth in visitor ar- 
rivals in the late 1980s, Thailand was hit 
hard by the Persian Gulf war, its own mili- 
tary crackdown on pro-democracy demon- 
strators in 1992, and recession in much of 
the industrialised world. Visitor arrivals 
decreased in 1991 and have grown by an 
average of only 5% during the past two 
years. 

The resulting oversupply pushed down 
average occupancy rates at five-star hotels 
to 60% in 1992-93 from an impressive 88% 
in 1989. At the four-star level, where 
growth in new hotel rooms is strongest, 
average occupancy plummeted to 55% last 
year from 83% in 1989. 

Lower occupancies and tumbling room 
rates have had a predictably calamitous ef- 
fect on the bottom line of many hotels. The 
Dusit Thani’s net income sank to Baht 94 
million last year, off 53% from 1991 earn- 
ings, according to Jardine Fleming Thana- 
kom. Even the world-famous Oriental Ho- 
tel is feeling the pinch; earnings last year 
dropped to Baht 135 million, 57% less than 
its 1990 results. 

Indeed, a recent Jardine Fleming study 
of 13 of Thailand’s leading hotels found 
few encouraging signs. “Unfortunately, we 
cannot recommend a buy on any hotel 
stock at this time . . . An industry recovery 
will not come until 1996-97,” it concludes. 

Jardine Fleming analyst Kathy Scott is 
even more blunt. “I don’t see how 
all the five-star hotels are going to 
survive,” she says. “Some of the ho- 
tels in prime locations could be tar- 
gets for being torn down and rede- 
veloped.” Adds Vichit Na Ranong, 
president of the Thai Hotel Associa- 
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-80 “ tion: "If the hotel slump is a pro- 


longed one, we could see some 


-70 properties changing hands or 


grouping together." 
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Watergate, a 375-room hotel that Room rate (baht) Occupancy rate 

opened in May. Adds Lewis Bloom, 5,000- 

general manager of the Montien Wi Left scale 

Bangkok Hotel: “Some hotels have 4,000 - ЕШ Right scale 

given up trying to pass themselves 

off as luxury hotels. For most of the 3,000 - -60 

hotels, and especially the new ones, 

it's gotten to be a survival situation 2,000- -50 

just trying to cover their cash flow." 1000- -40 
Nowhere is competition in the | 

sector more evident than in room 0- -30 

rates. The generous discounts of- کي‎ S R RS 3 

fered by five-star hotels have had a M oe ys 

ripple effect across the industry, $ NS 9 


forcing four- and three-star hotels to 
mark down their prices accordingly. 
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Note: August is slow season Source: Industry sources 
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In June, in what might prove to 
be the opening move in a drawn- 
out industry consolidation, the Im- 
perial Group of hotels was sold to 
Thai liquor magnate Charoen Siri- 
vadhanapaki for Baht 2.3 billion. 
The troubles at the Imperial, which 
comprises 10 hotels nationwide and 
an extensive land bank, were 
blamed on the poorly performing 
Queen's Imperial Park, a massive 
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Latest US$11.99b (Jun) US$31.37b (Apr) US$28.9b (Dec 91) US$16,73b (Jun) 5911.370 (Jan) US$114.56b (Jun) US$34.24b (Feb) 
Year earlier ا‎ 01b T US$20.82b па. US$7.04b US$10.88b US$89.42b inte 810 
i Trade Balance (total merchandise). Dem o CEN | aS 
“Latest 3 months LUSSO: 2m Word) -445$0.49b {Аргыш} USAT {May dul) 0830.095 erin) 0582. 2068, (е -un) +US$30. 1р May: Ju). 20980 m ior. dn) 
с Previous 3 months VAN. over ЖТР ЕЕ SQ C USOT - RUSSEL 736 +US$35.99) 0550.20 
f Year earlier : Pn 7340580. 3b. 000000882 316. D USS, 31b US$030b — HUSA USOS 48b. do Le 20880, ч 
Exports 5] E 
Latest 3 months | US$ 85 US$29.29b US$38.22h U5$5.67b USS.) U5$96.18b US$14.26b 
% change previous 3 months +7, . : +18.6 -7.0 +47.2 -28 4179 






Change year earlier з э 73 120.2 


due | 
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UI лшн жарт MARE TRPSREREWER o n BB: 
Consumer Prices 
Base Jul 89-Jun 90:100. — -dun 19932100 Oct 89-Sept 90510012) 1982-100 Apr 88-Mar 89-100 1890100 1999100 
Latest 3 months index average Mt2(ApeJun)]:. RABE (un) 148.2 (May-Jul) 268.0 (Apr-Jun) 156.4 (May-Jul) 107.3 (Apr-Jun) 117.0 (May-Juf) 
% change previous 3 months 30.4 | n.a. *2.2 +11 +15 +07 42 
% change year earlier +228 428 410.6 +7.9 +11 43.3 





i1 Official and other estimates of GDP (G. 











Stockmarkets 





в п a Hong Kong retreats = = = Seoul closes іп on 1,000 а а a Kuala Lumpur shows little 
change а а Manila, Bangkok, Singapore tumble, following Wall Street's lead = = = 
Wellington, Sydney shed recent gains in week ended on September 13 в в в 


Shanghai Singapore 


Composite 
Index 


Tokyo 
Nikkei Stock 22,000 


8000 Hong Kong 


I) OWN 
Hang Seng Index 
Dow Jones Industrial 
Average 500 3.000 i 


Straits Times 


750 KLSE Composite Index 


NDJFMAMJJASO NDJFMAMJJASO NDJFMAMJJASO NDJFMAMJJASO 


New York Tokyo Seoul Taipei Hong Kong 
3,879.86 20,046.11 Index 995.38 6,955.02 9.937.01 


Colombo! 
CSE Sensitive 


Manila 
Composite Index | 


Karachi! 
KSE-100 Index 


Composite Index 2.500 


Bangkok Manila Jakarta Bombay Karachi 
1,507.73 2,953.24 515.70 4,599.42 2,194.84 


Morgan Stanley Capital International Index = 633.1 (Sept. 12) 





Philippines Singapore South Korea Taiwan Thailand 

3 9.8 4.9 6.03 7.9 

4.5 6-8 6.3 6.2 8.3 

US$6.53b (Jun) US$51.58b (Apr) US$21.37b (May) US$90.14b (Jun) US$27.38b (Jun) 
US$4.90b US$42.76b US$18.90b US$84.00b US$23.16b 
-US$2.03b (Mar-May) -US$2.05b (Mar-May) ^ -US$1.20b (May-Jul) +US$2.33b (May-Jul) -US$2.40b (Apr-Jun) 
-US$1.79b -US$3.16b -US$1.52b +US$0.81b -US$2.28b 
-US$1.75b -US$2.58b -US$0.91b +US$2.29b -US$2.44b 
US$3.09b US$23.18b US$23.92b US$23.54b US$10.65b 

47.9 424.8 411.0 4157 +6.6 

418.2 422.9 415.4 45.8 419.4 

US$5.12b US$25.23b US$25.12b US$21.20b US$13.05b 
+10.0 +16.1 48.9 48.6 46.3 

417.5 +17.7 +16.1 +6.3 +14.9 

1988=100 Sept 87-Aug 88=100 1990=100 1991=100 1986=100 

192.3 (Apr-Jun) 118.8 (Apr-Jun) 128.7 (Apr-Jun) 109.7 (Jan-Mar) 141.6 (May-Jul) 
+1.3 +1.0 +1,4 +1.0 +1.6 

«9.9 +3.5 +5.8 43.4 449 
P452.57b(9) (Apr) $$84,72b (May) Won 116.21t (Jun) NT$10.57t (Apr) Baht 2,572.6b (Jul) 
-0.1 : +1.9 +1.3 +0.8 +1.8 

+20.2 +10.0 +15.3 +16.0 +13.1 


(6) fob (7) cif (8) Including petroleum (9) M3 (10) % change over past 3 months (11) One month Source: Official statistics 
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Shanghai Kuala Lumpur Singapore 
1,033.47 Index 1,169.11 2,299.66 


Wellington 24 
NZSE-40 = 
Capital Index 


All-Ordinaries 
Index 


NDJFMAMJJASO 


Colombo Sydney Wellington 
1.715.32 2.043.60 2,093.80 


Source: tSmith New Court (Far East Ltd.) 


Interest Rates (%) 


Prime interbank Interbank Interbank 
Sept. 12 lending 1montht 3 months] 6 months} 





Australia 9.50 5.5625 5.85938 6.375 
Britain 5.25 5.72656 5.92188 6.25 
Hong Kong 7.75 4.50 4.6875 5.1875 
Indonesia 17.75 13.75 14.00 14.50 
Јарап "4.70 

"3.00 2.625 2.375 2.50 
Malaysia 6.75 4.33 4.33 4.63 
New Zealand 9.50 6.80 7.30 7.60 


Philippines 14.00 8.6875 9.125 7.9375 
Singapore 5.75 3.4375 3.6875 3.75 
South Korea {11230 -— — — 


Taiwan 7.625 -— = -= 
Thailand 11.50 9.00 9.00 ~ 
U.S. 7.75 4.875 5.0625 5.375 


"Long term “Short term ttMonetary Stabilisation Bond (1 year) 
tOffered rate Source: Telerate and Review Data 










KUALA LUMPUR 
Broader Menu 


T wo years ago, few in Kuala Lumpur's 
a corporate circles had heard of Amin 
: Shah Omar Shah. Now he's the darling of 
^ the Kuala Lumpur Stock Exchange (KLSE), 
. and everyone's lining up to do business 
with him. "He's the тап of the hour," de- 
clares Anwar Batcha, ап Amin-admirer 
and chief executive of Jami, a Saudi-backed 
investment house. 

No wonder. Amin's flagship, Sedap 
Food & Confectionery, listed on the KLsE's 
`. second board, heads a consortium that has 
. just obtained the right to buy Naval Dock- 
. yard, the government-owned ship-repair 

© and fabrication outfit at the Lumut Naval 
Base, in Malaysia’ s northern Perak state. 
The price is still being negotiated. 
Under the contract, Penang Shipbuild- 
ing, 70%-owned by Sedap, will hold 40% 
of the consortium’s equity. The other part- 
ners are listed tin-plate maker Perstima 
(30%); the Armed Forces Superannuation 
Fund (15%); the Perak state government 
(7%) and Suria Barisan, a company con- 
troled by Amin (8%). Sources close to 
Amin say Sedap could end up controlling 
Naval Dockyard outright. They say he is 
< already negotiating to buy the stakes of 
both Perstima and the Armed Forces Fund. 

. In addition, they say, Amin is negotiating 
to buy into Perstima. 

Whatever the outcome, the deal prom- 
ises to transform a food maker into one of 
Malaysia’s largest ship-repair operations. 
(Sedap has applied to adopt the name PSC 
Industries to reflect the change.) Naval 
Dockyard made close to M$25 million 
(US$9.8 million) in pre-tax profit last year, 
and sources close to the company say that 

- with tighter management and greater mar- 
keting efforts, profits could quadruple in 
- two years. Naval Dockyard expects orders 
„of up to M$5 billion over the next five years 
|. from the Royal Malaysian Navy and else- 
: where. 

For Amin Shah it has been а dizzying 
two vears. He took over Sedap, which was 
` losing money, in early 1993 after injecting 

chis family-owned Penang Shipbuilding 
into the company. His plan to inject lucra- 
tive privatisation projects sent Sedap shares 
. soaring (see chart), and Amin has never 
: looked back. Executives close to Amin say 
he parlayed his block of suddenly expen- 
¿sive Sedap shares into bank financing for 
commanding stakes in another listed com- 
` pany, Setron, and, more recently, Actacorp, 
. a counter also listed on the KLsE's second 
board. 















































Landing the Naval Dockyard contract 
has bolstered Amin's credibility. "We'll 
have to take him more seriously," says a 
research manager for a local stock broker- 
age. 

Amin's pursuit of contracts is drawing 
investor attention. Setron’s share price, at 
around M$9.25, is up from M56 in August. 
Sources close to Amin say he has made 
proposals to the government concerning 
projects ranging from construction of a 
light rail system on Penang Island to priva- 
tisation of Penang's port. Last month, act- 
ing for Penang Shipbuilding, he signed a 
MS51.3 billion contract for a joint-venture 
development in Beijing. 

Associates describe the stocky, silver- 
haired Amin, 39, as a workaholic. They also 
say he's well-connected: He's a protege of 
former Finance Minister Tun Daim Zai- 
nuddin, and hàs equally good relations 
with Daim's successor, Datuk Seri Anwar 
Ibrahim. Even Prime Minister Datuk Seri 
Mahathir Mohamad is said to be impressed 
by him. Last year, after Mahathir's visit to 
Albania, Amin announced plans to open а 
bank in Tirana, the country's capital. 

ш S. Jayasankaran 


HONG KONG 


Uncharted Waters 


hen local barrister Anthony Neoh 
begins his term as chairman of the 
Securities and Futures Commission (SFC) 
early next year, he will take the helm of an 
agency largely credited with cleaning up 
the Hong Kong bourse. The main question 
facing him is whether he can keep the src 
on a straight-and-narrow course in the 
years before the colony reverts to Chinese 
control in 1997. 
While the legal community acclaimed 
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Neoh's appointment, some SFC membe 
quietly voiced concern that he may be t 
close to the Stock Exchange of Hong Kon 
one of the bodies the src regulates. № 
has served on the exchange' s disciplina 
and listing committees, both of which a 
known for leniency. 

His work for the exchange also mea 
that Neoh helped develop the framewo 
that has enabled mainland-Chinese cor 
panies to list in Hong Kong. That, accor 
ing to some, is an advantage. "I expect hi 
to contribute to the profile of the src 
China," says Ermanno Pascutto, form 
deputy chairman of the src. "To have 
chairman with the language and cultu 
who is able to deal with Chinese count 
parts on a direct basis has to be a plus.” 

But it could also be a minus. Neoh, : 
cording to one barrister who knows hi 
well, is "as well connected in China as 
fuse box." Moreover, he has represent 
Chinese interests in international arbit 
tion cases, which suggests that his appoir 
ment is welcome in Beijing. Both facts rai 
the possibility that he's susceptible to pre 
sure from across the border. 

Other barristers who know Neoh ins 
he will remain independent in his ne 
post. But many SFC regulators private 
worry that апу Hong Kong Chinese cha 
man might be reluctant to take on local 
listed companies headed by powerf 
mainland figures. 

A reminder of what Neoh might Һат 
to contend with came in early Septemb 
when annual reports released by MI 
Corp. and Chesterfield revealed hu; 
losses on property in China. MKI wro 
down a HK$109 million (USS14 million) i 
vestment in a property development in £ 
chuan province to a token HK$1,000. Che 
terfield wrote down a HK$130 million i 
vestment in Guangdong to a like amour 

Complicating matters for Chesterfie 
was the fact that one of the vendors — 
company known as Good Faith Intern 
tional — disappeared. With it, presumabl 
went the income from pre-sales for tl 


buildings that were never erected. Tl 


cases serve as reminders that paper tra 
can vanish across the border. "Such writ 
downs can easily disguise asset transfers 
says the head of a local investment ban 
“Then again, how do we even know t 
investment was actually made?" 

As Hong Kong companies become i 
creasingly integrated with China-bas 
businesses and mainland principals, su 
worries about the quality of disclosure w 
increase. "As a regulator, you are ама 
concerned that you are giving investors c 
illusion of safety," says one SFC official. 

ш Henny Send 
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The western German economy has 
.moved out of recession, but in manu- 
facturing the recovery has so far been 
very uneven. Early this year, the capital 
goods sector began to rebound; it should 
achieve growth of a good 3% this year 
and 5% in 1995, However, the industry 
is starting from a low base as production 
had plunged 1696 by the end of 1993, a 
much sharper decline than in previous 
recessions, rekindling fears that Germany 
had forfeited some of its international 
competitiveness. 

On the other hand, while the drop in 
the consumer goods sector was in line 
with that registered during previous 
recessions, the outlook in this area of 
manufacturing remains lacklustre. Out- 
put is likely to contract by 1.596 in the 
current year and in 1995 will probably 
be barely sufficient to offset this decline. 


Boost from foreign demand 


On average, nearly half of western 
Germany's capital goods’ output (in- 
cluding motor vehicles) has been sold 
abroad over the past ten years, compared 
with only a third of its consumer goods’ 
production. Thus demand for capital 
goods is more sensitive to changes in 
the economic performance of other 
countries, which - together with the 
appreciation of the D-mark in 1992/93 – 
largely explains why German producers 
were so severely hit by the fall in foreign 
demand, the longest and sharpest ever. 
In volume terms, orders from abroad 
were 19% higher in the second quarter 
of 1994 than at their end-1992 lowpoint, 
but still 6% below their pre-recession 
level. 
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raise their market share 


"The capital goods sector 
could well repeat its success 
| during the eighties" 
NP: 


Despite the strength of the D-mark, 
foreign demand is now the driving force 
behind Germany's economic recovery. 
The continuing robust upswing in the 
US. and Britain, as well 
as the improved prospects 
for Western Europe, are 135 p 
boosting economic per- ag 
formance in western 
Germany. m 

In an effort to increase = !?? | 
their efficiency, German 115 
firms have tackled the | 
problem of costs. Savings 
have been achieved in a 
number of ways: com- 
panies have restructured, 35 
invested in rationalization go 
measures, transferred pro- 
duction abroad, nego- 
tiated more moderate pay 
settlements and considerably trimmed 
their workforces. By the end of the 
second quarter, unit labour costs in 
western German manufacturing were 
down 8% from their peak in early 
1993, and as demand continues to 
pick up, they are likely to decrease 
further in 1995. German firms’ earnings 
performance has improved markedly, 
albeit from a very low level. Indeed, 


| 
| | 
| 
J 





T 


105 


100 


—— 


1989 


having plummeted to a 25-year low in 


1993, the manufacturing sector's profit 
margin should again be roughly in 
line with its average during the eighties 
next year. 


The Commerzbank report 
on German business and finance 
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COMMERZBANK 


German know-how in global finance 
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With private households’ real dispos- - 
able income down, domestic orders are - 
lagging behind those from abroad in ай. 
sectors of the economy. As a result, the 
outlook for German consumer goods is. 
fairly subdued. In addition, as the pro- 
ducers of consumer goods focus to a... 
large degree on relatively unsophisticated 
products, they are more exposed to mter- 
national competition than are their coun- 


Western Germany: manufacturing order intake and output =< 
seasonaliy-adiusted quarterly figuras; 1985 a 100 


DIM 135 


-— Output investment goods 
mw w w Output consumer goods 


terparts in the capital goods sector. In o 
particular, they face a strong challenge . 
from low-wage countries in Asia and, 

increasingly, in Central and Eastern . 

Europeas well. The current upturn, which |. 

could easily last until the end of the сеп- 
tury, presents manufacturers of capital . 
goods with an opportunity to achieve - 
growth rates comparable to those seen 
during the long upswing of the 1980s, 
when output in the sector rose by 496 
per year. Thanks not least to the a 
ditional demand created by the moder 
isation of industry in Central and Eastern 
Europe, this should be feasible. | 





Taiwan's Leading Magazine 


A MAGAZINE TO TRUST 


In this age of global competition. 
We all need guidance, 
A friend who is always ѕіпсеге:::::: 


Whenever and whenever you need it 
Common Wealth is there for you 
Bringing news and analysis on Taiwan's dynamic development 
With unwavering professionalism 
Common Wealth is your trustworthy source. 
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Common Wealth, for the daring 


CommonWealth, for the thinker 





CommonWealth, for the innovator 








4F, 87 Sung-Chiang Rd., Taipei, Taiwan, R.O.C. Tel:886-2-5078627 Fax:886-2-507-9041 





CLASSIFIED ADVERTISEMENTS 


Business Opportunities 


Y OFFSHORE ^ 


OFFSHORE 
COMPANIES 


Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available. 


BAHAMAS 

B. V. ISLANDS 
DELAWARE 
GIBRALTAR 
HONG KONG 
ISLE OF MAN 
MADEIRA 
MAURITIUS 
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PRINTING BUSINESS 
FOR SALE 


MESS 


REVIEW-IN-EDUCATION 
PROGRAMME 


Republic of South Africa 


High quality print company specialising 
in lithographic as well as rotary letter- 
press self-adhesive roll label printing. 


The Far Eastern 
Economic Review 
offers a special 
education programme for 


W. SAMOA 
Other jurisdictions and offshore trusts available 
on request. 
ALL CREDIT CARDS ACCEPTED 
For immediate service and free 
full colour brochure Contact 
COLIN FORSTER 
Overseas Company Regist Agents 
Companies House, Ramsey, 
Isle of Man, IM99 4AN 
Tel:+44 624 815544 Fax: +44 624 815548 
PETER SIDNEY Esq 
72 New Bond Street, London W1Y 9DD 
Tel: +44 71 355 1096 Fax: «44 71 495 3017 


Modern advanced machinery. 
educators and students. 


For further 
information, contact 
Fanny Fung at: 


Contracts with both the consumer and 
pharmaceutical industries. 


Review Publishing Co., Ltd., 
The Review-in-Education Programme, 
29/F Citicorp Centre, 
18 Whitfield Road, 
Hong Kong 
Tel: 5084334 Fax: 5031549 
Telex: 66452 REVCD HX 


DIANA BEAN 
24 Raffles Place, 26-04 Clifford Centre 
| 0104 


- 
Tel: +65 535 3382 Fax: +65 535 3991 
ANDERS WADMAN, Solicitor 
2402 Bank of America Tower, 

12 Harcourt Road, Central, Hong Kong, 

Tel: 4852 522 0172 Fax: +852 521 1190 
KEVIN MIRECKI Attorney at Law 
3501 Jamboree Road, Suite 2100, 
Newport Beach, CA 92660, U.S.A. 

Tel: +1 714 854 3344 Fax: +1 714 854 6967 
SUZANNE GUJADHUR, Barrister 
Les Cascades Building, 5th Floor, 

Edith Cavell Street, Port Louis, Rep. of Mauritius 
Tel: +230 212 9800 Fax: +230 212 9833 


Enquiries in strictest confidence to: 


No. 0922, 

Advertising Services Dept., 
G.P.O Box 160 

Hong Kong. 


Business Services 


YOUR BUYING OFFICE 
IN HONG KONG 


FarbasternIconomic 
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IMMIGRATION 
TO 
AUSTRALIA 


Handled by Government 
Registered Lawyer 


REVIEW CLASSIFIED 
ADVERTISEMENTS 


We follow up your operations in 
Hong Kong and Guangdong : 
sourcing, quoting, sampling, 
inspecting, shipping, ... 


+ DISPOSAL OF FREE OFFICE 
FACILITIES IN HONG KONG 


Contact : Jerome Lemaire 


Cost | US$ 84 per column centimeter 
Column Width: 
1 column 41 mm 
2 columns 88 mm 
3 columns 133 mm 
4 columns 183 mm 
Column Depth: minimum 30 mm, maximum 230 mm 


Through investment 
896 Preferred Shares 
AUD250,000 minimum 

Real Estate Development 


Euro-CHINESE SURVEY CO., LTD. 
B4, 4/F., Burlington House 
92 Nathan Road, T. S. T., Kowloon 
Tel: (852) 723 1161 Fax: (852) 722 5292 





for details 
Fax: 61-75-920238 
Ph: 61-75-920122 


Standard Units: 
1/4 (v) page (230 x 41 mm 
1/4 (h) page (120 x 88 mm 


) US$ 1932 

) US$ 2016 
1/2 (v) page (230 x 88mm) US$ 3864 

) 

) 


Position Wanted 


) 
1/2 (h) page (120x183 mm) US$ 4032 


Full page  (230x 183mm) US$ 7728 نیس چیا ا‎ eee 


nationality, 11 yrs track record 
in Telecom Semiconductors 
industry (operations, market- 
ing) in Europe and Asia. MSc 
EE, MBA. 









For more information, please contact the: 
Classified Advertisement Manager, 

Far Eastern Economic Review, 

25/F, Citicorp Centre, 

18 Whitfield Road, 

Hong Kong. 

Tel: 5084473, Fax: 5031537 


DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Master's and Doctorate programmes 
in Computer Science, Economics, Edu- 
cation, Engineering, International Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: «45 31 81 58 14 








Seeking new challenge in the 
A/P Telecom (semiconductors) 
market. Please reply in writing 
to: No. 0915, Advertising Ser- 
vices Dept., G.P.O Box 160 
Hong Kong. 




















By Julian Baum 





man of rare intensity, Pu Nai-fu 
А the fervour of someone рег- 

petually reliving his life for the 
benefit of his friends. The Taiwan-based 
writer often tells a story about his days in 
China: During the Cultural Revolution, his 
mother would stand guard at the door of 
their house in Hangzhou, on the alert for 
Red Guards. "If anyone suspicious came 
along, she warned me and I'd stop writ- 
ing and hide the manuscripts," Pu says. 
"[n those years, I never accepted a job in 
the government's ‘iron rice bowl’ and 
never wrote anything to support the com- 
munists. | was totally free.” 

Pu slipped out of China 11 years ago, 
to Hong Kong and then to Taiwan. Then, 
Taipei's government-controlled media 
praised him as a model writer. Since 1983, 
kudos from friends and admirers have 
helped fuel an outpouring of new works. 

Excessive adulation does not embar- 
rass Pu. Now 77 years old and married to 
a woman 41 years his junior, he remains 
an unstinting opponent of China's regime. 
And his reputation as a writer of vivid 
prose is now inseparable from his out- 
rage against the inhumanity of Chinese 
communist rule. 

Pu considers himself a dedicated scribe 
of the sufferings of millions of Chinese 
people. Now, English editions of his 
works are being published in the United 
States for the first time. "Before I go to 
God," Pu says, "I want to give Western- 
ers an introduction to my experiences." 

One of six sons born to a prominent 
doctor in Nanjing, Pu enjoyed the privi- 
leges of an intellectual life during the 
1920s and 1930s. He studied at the Bei- 
jing Russian-Language Junior College and 
admits that, as a teenager, he was infatu- 
ated with Marxism. But in school, Pu read 
news reports about Stalin's purges and 
began "to smell the atmosphere of dicta- 
torship" in China. 
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PROFILE 


Pu Nai-fu 
Taiwan 





Never-Ending Stories 


‘Secret dissident’ reveals 
China’s dark history 


Until recently, Pu was little known out- 
side the world of Chinese-language lit- 
erature. But his early romantic novels 
have long been a staple among Chinese 
schoolchildren. Two of his works, Romance 
in the Arctic and The Woman in the Pagoda, 
have sold more than 2 million copies. 
Written in the early 1940s, these romantic 
fantasies were his escape from China’s tur- 
moil during the civil war. They have been 
turned into films and a Taiwanese TV 
mini-series. 

With the defeat of the Nationalists un- 
der Gen. Chiang Kai-shek in 1949, Pu was 
unable to join his two surviving brothers, 
who fled to Hong Kong and Taiwan. He 
lived with his mother in Hangzhou (near 
Shanghai) for most of the next three dec- 
ades, until her death in 1977. Those years 


& It took them by 
surprise that | should 
turn out so bold, so 
daring, so brainy, and 

so very eloquent 3 


were interspersed with stints in prison 
and labour-reform camps, when he was 
rounded up with other writers and aca- 
demics in the anti-intellectual campaigns. 
(During one of these interludes, he was 
forced to divorce his child-bride.) 
Today, recovering in a Taipei hospital 
bed from a fall on the city's streets, Pu 
describes himself as a "secret dissident." 
In China, he silently wrote hundreds of 
pages for what later became novels and 
poems published abroad — a few under 
the name Wu Ming-shi, or "Mr. Anony- 
mous." Pu also claims to have smuggled 
4,000 letters to his brother in Hong Kong. 
These became part of his six-volume 
masterwork, Books Without Names. "Mao 
Zedong cheated the Chinese people for 
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more than 40 years," says Pu, "and I cr 
cised Mao for 36 years." 


he Scourge of the Sea, soon to be pi 
| lished in English, provides an 

count of Pu's arrest during the ar 
rightist campaign in 1958. He writes tl 
he accidentally revealed to local pai 
bosses the location of a chest containi 
his manuscripts. Worn down throu 
hours of protest, the barely literate cad 
missed his revelation, and turned aw 
unsuspecting. 

"But these Red Scoundrels had th 
Achilles' heel after all," Pu writes. "It tc 
them by surprise that I should turn « 
so bold, so daring, so brainy, and so v« 
eloquent . . . Lurking beneath my oster 
bly tempestuous thunder and lightni 
was a rational mind and a meticulou 
calculated stratagem." 

Immodesty is characteristic of Pu's s 
presentation; so, too, is the relish a 
charm of a talented storyteller. Now, 
hopes to enlarge his reputation witl 
collaborative work about Han Wei-tier 
military instructor who was imprison 
as a spy for 26 years in Oinghai provin 
western China. Red in Tooth and Claw 
Pu's telling of Han's raw tale of depri 
tion and suffering, first in solitary cı 
finement at the bottom of an abandor 
well, then as a prison labourer build: 
the Oinghai-Tibet highway. "Han reme 
bers everything in great detail," says ] 
"but he couldn't tell the story." 

Pu is now preparing to write about 
mass exterminations of class enemies 
China during the early 1950s. He says 1 
torians have overlooked this grievc 
event, and mainland authorities concea 
it. "More people were killed in the y 
1951 than at any time during the Cultu 
Revolution [1966-76],” Pu says with c 
viction. "This was the worst period 
Chinese history — but it's been cove! 
up and no one has revealed the true . 
tent of the tragedy." 
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How Sir Ranulph Fiennes is always in the right place 
Whether in Saharan sands at the right time. oclock, an hour later, I know 


or in frozen arctic wastes, Sir Ranulph 
Fiennes never sets out without his Rolex. 


Rolex,’ he 


explains. "I ve navigated across the world, 


“I navigate by my 


right through both Poles with it.” 

For Sir Ranulph knows at precisely 
what angle his shadow will fall at any 
given hour, so he can deduce the direc- 
tion in which he should be going. All he 
needs is a timepiece of utterly unfailing 
accuracy. “For example, as the sun is due 


north in Antarctica, at precisely midday 


I should be walking on my shadow," 


he explains. 





1 
Ea e 


| 


кө 


"Then at exactly one = 





that I should be walking at fifteen 
degrees to the right of it. And so on.” 

Sir Ranulph wears a GMT-Master 
which has accompanied him on all his 
expeditions, because "it has never let me 
down, ever, in all those years; it has 
endured the most extreme tests it could 
be put through on Earth." 

Asked whether he would consider 
making an expedition with a different 
watch, Sir Ranulph s reply, though terse, 
is a supreme compliment. “Oh no, he says 
briskly. “I think that would be W 
a very stupid risk to take” ROLEX 


of Geneva 


The Rolex Oyster GM T- Master in stainless steel. 
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Jai-alai draws Manila's punters, Ramos and 
the courts into conflict. Page 21. 





Confusion and container dog a Pakistani 
privatisation exercise. Page 52. 
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COVER STORY 


rom Bangkok to Penang, Shanghai to 

Seoul, production lines are 
increasingly being hit by shortages of 
trained staff. Across Asia, there's a labour 
crunch somewhere along the skill 
spectrum. Some firms lack engineers or 
researchers; others need factory foremen. 
Gordon Fairclough, with contributions 
from REVIEW bureaus, shows how the 
failure to educate and train workers 
adequately could stall economic growth. 
Additional reports on Thailand, India, 
Taiwan and China. Page 62. 
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Can you light 


Natural gas - affordable, safe, and available - is an increasingly 


up the sky without popular choice for driving the turbines that generate electrical 
clouding the air? power all over the world. Conventional methods of controlling 


Yes, you can. 


emissions are costly and dampen efficiency. So ABB has developed a way 
to burn them off cleanly, producing energy more efficiently. ABB has installed 
its innovative “EV-burner” in the Midland Cogeneration Venture, a joint 
project to produce power for Dow Chemical and the State of Michigan, 
USA. At full load, it satisfies the world's most stringent emission control 
requirements. 

As a leader in electrical engineering for industry and transportation, and in 
the generation, transmission and distribution of power, ABB is committed 
to industrial and ecological efficiency worldwide. We transfer this know- 
ledge across borders with ease. But in each country ABB operations are 
decentralized and flexible. That means we are close at hand to help our 
customers respond swiftly and surely to technological challenges which 


stretch the limits of the possible. Like burning gas without clouding the sky. 
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Subseribe to the Review ind 
Never risk missing an issue of the Review, Asia’ FARRA 
business newsweekly, by subscribing today. | temr. 
Published since 1946, the Review is the world 
authority on Asian current affairs, business, | 2 
economics and investment. = 




















































Far Eastern Economic Review с on Air 
The Review s daily half-hour television show is a М с. 
broadcast on satellite network Asia Business. «emm 
News. Review correspondents and editors discuss a topic in the” 
news with expert guests. Nury Vittachi tells his on-air Travellers’ 
Tales. The show, moderated by ABN's Martin Soong, aisat 12:30 
pm. 8 p.m. and 10:30 p.m. Hong Kong fime. 


China in Transition 

China, the fastest growing country in the world, = 
has become the dynamo for the Asia- Pacific | жй 
economic boom. This collection of morethan 40 CONI 
reports by Review editors and correspondents 
reveals. : rapidiy changing China and is an 
essential business update, Available for " ШО 
05617. 05 Subscri bers to the Review receive a 20% discount | n 
Add USSS. 501 of shi рр ing outside o Hong Kong. 
Asia 1994 Yearbook 
Published since 1959, the Review Yearbook is А бей E 
the indispensable guide to the major political К ЕГ 
and economic events of the year їп Asia. The «7 t 
1994 edition, US$46 in hardback, US$34 in 
paperback, includes coverage of 32 countries. 
Subscribers to the Review receive a 20% mace 
discount. Add US$8 for shipping outside at И Hong Kong, 
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Ali-Asia Travel Guide | 
Never take a business trip or vacation without | 
your copy of this travel guide to 26 countries in § 
Asia. This 16th edition, US$23.95, includes a AERA 
new section on business do's and don'ts. itis ROSEME 
the only guide you will ever need for travel in | 
Asia. Subscribers to the Review receive a 20% ' E 
discount, Add US$6 for shipping outside of Hong Kong. 
Review 200: Asia s Leading Companies | 

This annual survey ranks both the leading ШИ 
companies based in 11 Asian countries and Pan 
multinationals based outside Asia to create the 
annual Review 200. The full results and 
methodology of Asia's most defailed ranking of 
leading companies and how they gol tobe leaders © à 
are available for 05895, subscribers to the Review pay USS 
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China Phone Book & Business Directory 
Telephone numbers are hard to find in China. 
The world turns to the Reviews China Phone - 
Book as the most authoritative directory now.’ 
available. Published twice a year and available | 
for US$59. Subscribers to the Review receive a © 
20% discount. | 
China Fax & Telex Directory - PENS 
Need to senda telex or fax to China? Get the ight И 
numbers from this most reliable source. | 
Published yearly and available for 05827. 
Subscribers to the Review receive a 20% $ 
discount. | 


Review Conference Services 
Make the Review part of your next conference and 
и weli informed about the latest events in Asia: 
the Review will be delivered to your conference at a sf 
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“1 go to Silicon Valley every 
month, and | always enjoy a 
kind of excitement that 1 cannot 

find in Tokyo. ” 


Japanese entrepreneur Sachio 
Semmoto, co-founder of telecoms 
firm DDI, on the American love for 

risk-taking. 


° With respect to a former 
adversary and new friend. 


Inscription in a book written by retired 
U.S. Adm. Elmo Zumwalt that he 
presented to Gen. Vo Nguyen Giap, 
architect of the communist victory in 
Vietnam. 
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"1 always dress like this to avoid 
exposing my lawmaker identity. ” 


Taiwan legislator Chen Ching-pao, who wears a 
hat that half-covers his face because he's ashamed 
of lengthy filibustering in the Legislative Yuan. 


*" | was confused. | was not aware that 
making up the story and lying to police is 
against the law. ” 


Goran Rasmussen, a Swedish visitor to Thailand who 
bought fake U.S. dollars worth US$3,000 on the 
blackmarket, then told police he had been swindled by a 
currency dealer. 
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DRUM UP INCREASED INVESTMENT. 


" Maybe to play in this game, you have 
to give to get a return. " 


Robin Brooks, a director of Brooks Sausage, 
Wisconsin, which recently gave US$23,000 to the U.S. 
Democratic National Committee and was then invited to 

accompany Commerce Secretary Ron Brown on an 
overseas trade trip. 


“Why try and reinvent the wheel? " 


Matt MacFadden, an executive of California 
Steel Industries, which sold a defunct, 23-storey 
steel mill to Shougang Steel of China. Three hundred 
Chinese are dismantling the mill and shipping it home 
for reassembly. 


hs 


* 





Nop Bangkok Post . Jo 





INTELLIGENCE 








Branching Out 


Malaysia's banking community is in a 
tizzy over the prospect of the first new 
banking licence to be issued by the coun- 
try's central bank since the mid-1970s. A 
Ministry of Finance spokesman told the 
REVIEW that "in principle we've agreed to 
allow the Bank of China to open a branch 
in Kuala Lumpur. But there are some tech- 
nicalities to be ironed out first." One tech- 
nicality: a provision in Malaysian banking 
law that forbids state-owned banks from 
opening in Kuala Lumpur. Bankers and 
lawyers say Finance Minister Datuk Seri 


M3IA3H 





Anwar: banking move. 


Anwar Ibrahim is the main proponent of 
the move and can "exercise an overriding" 
influence on the decision. The final deal 
will be reciprocal, with Malaysia's largest 
financial institution, Maybank, being 
granted permission to open a branch in 
Beijing, bankers in Kuala Lumpur say. The 
Malaysian move signals a sea change in 
policy for the central bank, which has al- 
ways maintained that the country is 
overbanked. It has also steadfastly refused 
applications from other state-owned banks 
— the Development Bank of Singapore, for 
instance. 


TV Networking 


Privately held Malaysian company 
Binariang, controlled by Ananda Krishnan, 
is turning to Hong Kong's Television 
Broadcasts (TVB) for advice on how to build 
its own television network. Binariang plans 
to spend M$3.5 billion (US$1.4 billion) over 
the next four years to launch its Measat I 
satellite and develop telephone and TV 
services. The company has begun talks 
with TVB aimed at forming an alliance in 
which TVB will offer expertise in program- 
ming and production. No equity is ex- 
pected to change hands, however, because 
foreign investment in Malaysian media re- 
mains sensitive. Instead, TVB may be signed 
on as a "consultant," as it has been with 
Indonesia's Salim group, which owns a 
private TV station. 
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Stay of Execution 


The landmark British Embassy in 
Bangkok appears to have been granted a 
stay of execution, at least for the next two 
years. For budgetary reasons, the British 
Foreign Office had been considering par- 
celling off part of the sweeping, leafy 
compound in the heart of the city for 
commercial development. This had 
aroused a great deal of concern, mainly 
among Bangkok's foreign residents, who 
saw the prospect of yet another high-rise 
eyesore blighting the city skyline. But 
when British Foreign Secretary Douglas 
Hurd visited the mission in early Septem- 
ber, he said he thought the compound 
was "rather small." He added the instruc- 
tion that any future development of the 
plot, which is now at least two years 
away, should not include any high-rise 
building. 


Lost in the Shuffle 


Japan's 10-year, US$1 billion pro- 
gramme to provide compensation for vic- 
tims of its World War II aggression has 
sidestepped the demands of Koreans on 
Sakhalin island. A Japanese Embassy offi- 
cial in Moscow refused to speculate on 
whether the programme will include 
financing for resettlement of the Koreans, 
who were shipped to Sakhalin by the 
Japanese in the 1940s as forced labour. 
They have been stranded there ever since. 
“This question is still up in the air,” the 
Japanese Embassy official said. Of 
Sakhalin’s 40,000 ethnic-Koreans, about 
8,000 are elderly Koreans awaiting imme- 
diate repatriation. Japan has promised to 
find ways of repatriating some of the 
former labourers, but has yet to announce 
a concrete plan. The lack of a clear Japan- 
ese response will probably trigger even 
more strident demands for compensation 
from ethnic-Korean associations on 
Sakhalin. 


Sitting Pretty 

A young government worker in the for- 
eign-affairs department of a central Chi- 
nese province says he was ordered by his 
superiors to sit for the entrance exams in 
place of well-connected Chinese high- 
school students wishing to go to the U.S. 
on an exchange programme. The students 
— children of wealthy entrepreneurs and 
officials — were among the lowest-scoring 
students in their own classes. The good 
news, according to the foreign-affairs 
worker, is that the Chinese students still 
came out on top in the American host 
school. 
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government can probably live with, at least 
through the rest of the decade. Merit rather 
than membership of any particular gradu- 
ating class of the Chulachomklao Military 
Academy appears to prevail, though not 
without a dose of the old-fashioned ele- 
ment of personal connections. As one 
Asian military analyst puts it: "When 
Wimol took over in 1992, he had no choice 
but to accept the existing chain of com- 
mand. Now he has pulled his forces in — 
but there is some personal networking 
there." 

The stocky generals August 1992 ap- 
pointment as army commander came in 
the aftermath of a particularly traumatic 
episode in Thailand's recent political-mili- 
tary history. A clique of Chulachomklao 
Class 5 associates had been disgraced after 
forcefully putting down pro-democracy 
demonstrations in Bangkok the previous 
May — 15 months after they had staged a 
coup against the elected government of 
Prime Minister Chatichai Choonhavan. 

Wimol, himself a Class 5 graduate, cau- 
tiously set about repairing the image of the 
military brass with the help of profession- 
ally like-minded classmates, former Special 
Forces colleagues and other trusted 
senior officers. The process was 
helped not only by his friendship 
with current Prime Minister Chuan 
Leekpai, a fellow southern Thai, but 
also the substantial behind-the-scenes 
influence of Privy Councillor Prem 
Tinsulanond, a former prime minis- 
ter and also a general from the south 
of Thailand. 

Some military observers see 
Prem's hand in some of the new 
promotions, such as that of Gen. 
Watanachai Wuthisiri as supreme 
commander. The post is technically 
the highest in the armed forces, but 
wields much less power than that of 
the army chief. Prem may also have 
been instrumental in overcoming the aver- 
sion which Wimol is perceived to have to- 
wards officers of Class 8, who were once 
nurtured by the disgraced former Class 5 
power-holders. That could explain the pro- 
motion of Class 8's Lieut.-Gen. Bundit 
Malaiarisoon to the key post of com- 
mander of the Bangkok-based 1st Army. 

But otherwise, the reshuffle list reveals 
Wimol's intent to establish his leadership 
legacy after he retires in October 1995. In 
this exercise the question of academy 
graduating class appears to have been 
more incidental than by design, though 
Wimol's trusted remnants of Class 5 are 
still with him and officers from Classes 9 
and 12 shine through. 

Wimol's classmate, Gen. Paiboon Em- 
phand, moves from army chief of staff to 
become his deputy army commander. The 
pipe-smoking Paiboon, a professional artil- 
lery officer, is regarded by many military 
analysts as Wimol's successor in 1995. The 
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Former Premier Prem: a say in the reshuffle. 


army chief has introduced his new deputy | 


as such to at least one visitor recently. 


But Paiboon would be in the top post | 
for only one year before retirement, and | 


some observers are now looking at Gen. 
Chettha Thanacharo as Wimol's heir. 


Chettha, from Class 9, has been promoted | 


from 1st Army commander to assistant 
army commander. He does not reach the 
age of 60, and thus mandatory retirement, 
until 1998. If he becomes army boss, he 


would then have longer to prepare the way | 
for new 2nd Army Commander Lieut.- | 


Gen. Surayud Chulanont, who has only | By Charles Smith in Tokyo 


| 
| 
| 


just turned 51. Surayud is known to be 
close to Wimol, particularly because both 
are former Special Forces commanders, 
and is widely tipped eventually to take the 
top army slot. 

Two more former classmates of Wimol 
join the top five army officers. They are 
Assistant Army Commander Gen. Anu- 
parb Songsunthorn and Chief of Staff Gen. 
Suthep Siwala. Another, Gen. Prasert 
Sararit, becomes the Defence Ministry's 
permanent secretary. Like Wimol, these 
two distanced themselves from the politi- 
cal machinations of Class 5 figures Suchin- 


( 


da Kraprayoon, Issarapong Noonpakdi 
and Viroj Sangsanit, who seized power 
along with former Air Force Chief Kaset 
Rojananin in the 1991 coup. 

Of these, only Gen. Viroj remains in ac- 
tive service. But Wimol's new promotions 
list keeps him in the obscure position of 
deputy permanent secretary in the Defence 
Ministry. 

One Class 5 general identified with the 
1991-92 power clique, however, receives 
what appears to be a promotion. Lieut.- 
Gen. Chainarong Noonpakdi moves from 
the harmless post of commandant of the 
Institute of Higher Army Studies to one of 
the two deputy-chief-of-staff slots. 

Wimol's handling of Chainarong may 
reflect his desire to allow members of the 
discredited faction of his class to retain 
some face and dignity. And as one foreign 
military observer points out, Chainarong’s 
new position does not carry much weight 
in the army. А 
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Japan denies illegal 


nuclear links with U.S. 








t hasn't been a good year for Japan's plu- 
tonium lobby. In June, a row broke out 
over 70 kilograms of the lethal substance 
that got "held up" inside a nuclear-fuel 


_ manufacturing plant operated by Power 


Reactor & Nuclear Fuel Corp. (PNC). State- 
owned PNC now finds itself caught in the 


| crossfire of an even more damaging con- 


troversy. 
The latest uproar was sparked in early 


| September by a Greenpeace report. This 
| alleges that the United States has been 


transferring sensitive nuclear technology to 
Japan to help it build a plant to separate 
extremely high-quality plutonium from 
used reactor fuel. The fuel was to come 
from two fast-breeder reactors that Japan 


. built to reduce its dependence on conven- 
| tional uranium-powered reactors. 


Fast-breeders, which use a mixed-oxide 
fuel combining plutonium and uranium, 
are 60-70 times more fuel-efficient than 
conventional reactors. But high construc- 


. tion costs have led most other countries to 
| abandon plans to develop them as a source 
| of nuclear power. 


Greenpeace claims the transfer of pluto- 


| nium reprocessing technology from the 


_ US. to Japan has been going on for at least 
| five years. That would directly contradict a 


1988 agreement on "peaceful uses of nu- 
clear energy" that stipulated the U.S. 
would not provide "sensitive" technology 
to Japan. The ability to extract high-grade 


| plutonium from reactor fuel moves a coun- 
| try one step closer to being able to build a 


nuclear bomb. 
The Greenpeace report drew confused 
denials from Washington, where it high- 


| lighted the apparent contrast between rigid 


U.S. opposition to North Korea's alleged 
nuclear programme and its flexible stance 
towards Japan. A State Department 
spokesman denied any contradiction with 
the 1988 agreement, and said the Depart- 


| ment of Energy (DOE) had “determined” 


that no "sensitive nuclear technology" had 
been transferred. 
The DOE itself was more circumspect. 


| “The Department takes Greenpeace's con- 


cerns seriously” and is “phasing out col- 


| laborative research efforts with Japan on 


plutonium reprocessing,” a DOE spokes- 
man said. The department also admitted, 
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Intelligent 
technology for 
optimum power 
plant operation 


Cost-effectiveness, high availability, low 
emissions - these are the demands made 
of modern power plants. Our instrumenta- 
tion and control (I&C) equipment makes a 
vital contribution to meeting such demands. 


Experience is what counts 


Our I&C shows the operator exactly what is 
happening in his power plant. The on-screen 
displays facilitate decision-making on control 
actions, which are then coordinated auto- 
matically. Day after day, our I&C equipment 
proves its effectiveness in over 500 power 
plants worldwide. 


New perspectives for every power plant 


Regardless of power plant type or manu- 
facturer, Siemens I&C equipment is the key 
to enhancing the cost-effectiveness, safety 
and environmental friendliness of power 
generation — and this applies to backfits, too. 


Clean energy 


Only cost-effective, clean power generation 
will be able to meet the growing worldwide 
energy demand while conserving resources. 
We are committed to putting this principle 
into practice. In all fields of power plant 
engineering we design, develop and supply 
state-of-the-art systems, equipment and turn- 
key plants tailored towards pollution control 
and higher cost-effectiveness. 
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of narrow-minded moral right- 
eousness," says Huang Chen-ya, 
a legislator who has an Austral- 
ian passport. "If [such a trend] is 
pushed to the extreme, people 
will start questioning why we 
should have a Hong Kong-Brit- 
ish passport and why we should 
have a one-country, two-systems 
arrangement after all.” China 
agreed in the Basic Law, the 
mini-constitution drafted for the 
colony after 1997, to allow Hong 
Kong citizens to use a special 
British National (Overseas) pass- 
port as a travel document after 
the handover. 

Before the colony’s political 
fate was sealed in 1984 by the Sino-British 
Joint Declaration on Hong Kong, holding a 
foreign passport was not a liability in poli- 
tics. In a society where many, especially in 
the older generation, had once been refu- 
gees, emigration was a fact of life. But per- 
ceptions changed after it became clear that 





This way for a British passport: politicians, think twice. 


most Hong Kong people would have no 
choice but to become Chinese nationals 
after 1997. 

One oft-quoted estimate puts the 
number of foreign passport-holders in the 
colony at 400,000 in a total population of 6 
million. There are also many who do not 


Rights of Passage 


The REVIEW asked some of Hong Kong’s leading politicians about the type of 
passports they and their families hold — a matter that will be crucial to local 
politics after 1997. Those with a Hong Kong Certificate of Identity (C1) or a British 
National Overseas (BNO) passport, or who are British Dependent Territories Citi- 
zens (BDTC) are not eligible for the right of abode abroad. А sample of the findings: 


Legislative Council members: 

Ronald Arculli, BNO; wife and 
children, BNO. 

Chim Pui-chung, CI; wife, CI; children, 
Canadian passports. 

Selina Chow, British passport; 
husband, British passport; children, 
one British passport, one BDTC. 
Simon Ip, British passport; wife and 
children, British passports. 

Emily Lau, British passport; 
husband, information could not be 
obtained. 

Lau Wong-fat, BDTC; wife and 
children, BDTCs. 

Allen Lee, Cl; wife and children, 
information could not be obtained. 
Martin Lee, BDTC; wife, British 
passport; child, BDTC. 

Christine Loh, BDTC. 

Tam Yiu-chung, BNO; wife, CI; 
children, BNO. 

Henry Tang, BNO; wife and 
children, information could not be 
obtained. 

Andrew Wong, СІ; wife and children, 
BDTCS. 

Anna Wu, BDTC; husband and child, 
U.S. passports. 

Howard Young, BNO; wife, BDTC; 
children, BNO. 
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Preliminary Working Committee members 
Rita Fan, BDTC; husband and children, 
BDTCS. 

Henry Fok, BDTC; wife and children, 
information could not be obtained. 
Nelle Fong, British passport; husband 
and children, British passports. 
Ambrose Lau, BDTC; wife, British 
passport. 

Lau Shiu-kai, BNO; wife and children, 
BDTCS. 

Leung Chun-ying, BDTC; wife and 
children, BDTCs. 

Raymond Wu, BDTC; wife and 
children, information could not be 
obtained. 


Others: 

Edward Chen, member of the 
Executive Council, British passport; 
wife and children, British passports. 
Cheng Kai-nam, secretary-general of 
the Democratic Alliance for the 
Betterment of Hong Kong, BDTC; wife 
and child, BDTCs. 

Anthony Cheung, chairman of 
Meeting Point, BDTC; wife, Australian 
passport; child, BNO. 

Albert Ho, vice-president of United 
Democrats of Hong Kong, BDTC; wife 
and children, Canadian passports. ш 
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have foreign passports yet, but 
who nevertheless have the right 
to move to another country — 
Singapore being one — in the fu- 
ture. But that still leaves millions 
without an insurance plan in case 
things go wrong in Hong Kong. 

"As people get more nervous 
about the future, they increas- 
ingly see those who leave Hong 
Kong as fugitives, and those who 
stay behind as the good guys," 
notes Huang. | 

The Basic Law states that, 
aside from the chief executive, 
senior civil servants and top 
judges in post-1997 Hong Kong 
must be Chinese residents of the 
colony without a right of abode overseas. 

Beijing’s emphasis on the right of abode 
is a natural assertion of its sovereignty over 
Hong Kong, says Johnny Lau, deputy edi- 
tor-in-chief of the China-watching monthly 
Contemporary. It also ensures political reli- 
ability. "China fears that top officials who 
defect might expose secret information and 
embarrass the communists. If you do not 
have a right of abode elsewhere, you have 
nowhere to go, except by seeking political 
asylum," Lau says. 

Nonetheless, Beijing has made room for 
some flexibility in view of Hong Kong's 
immigrant tradition. The Basic Law allows 
up to 20% of the membership of the Legis- 
lative Council (Legco) to be filled by non- 
Chinese or Hong Kong Chinese with the 
right of abode overseas. It also does not 
specify nationality requirements for most 
civil servants, aside from the top 20-30, 
notes PWC member Leung Chu-ying. 

That means even British officials could 
continue to play an important role in the 
government after 1997. “It’s a practical ap- 
proach on how to handle a system that has 
been operating in a certain way for dec- 
ades," says Lau. Still, many are concerned 
that China might be stricter with national- 
ity and other related issues after 1997. For 
one thing, it is still not known how China 
will apply the 20% formula to Legco, which 
is to be filled by 60 politicians elected by 
vastly different electorates. 

When China drafted the Basic Law, 
notes Ting Wei, a lecturer in politics at the 
Hong Kong Baptist College, it was more 
relaxed about these issues because Hong 
Kong-China relations were better. "Now, 
with the increasingly large number of 
foreign-passport holders coming back to 
Hong Kong," he says, "China may get 
more paranoid." 

However, some say that Beijing has 
been pragmatic over the issue. They point 
out that it has appointed many foreign- 
passport holders in Hong Kong as its top 
advisers. "China has been consistent so far. 
But some people in Hong Kong like to 
politicise the issue," says legislator Emily 
Lau. » 
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By Rigoberto Tiglao in Manila 


wenty-two years after dictator Fer- 

dinand Marcos ruled it offside, As- 

sociated Development Corp. (ADC) 
was finally cleared by the Philippine 
Supreme Court this month to serve up jai- 
alai to Manila bettors 

But even before play began, ADC fell 
afoul of the current president, Fidel Ramos. 
A bid by his administration to halt the 
game has triggered a legal and political 
brawl, with each side accusing the other of 
running roughshod over the Constitution 
in pursuit of commercial gain. 

In jai-alai, an old Basque game with 
rules similar to handball, players called 
pelotaris use curved wickers to bounce a 
ball off a wall at blinding speeds. In the 
Philippines, it’s more than just a game; it’s 
big business. Despite jai-alai’s absence in 
recent years, it remains as popular as 
horse-racing among Manila punters. ADC 
estimates that its newly opened arena, or 
fronton, will generate P1 billion (US$380 
million) in annual revenues. 

Little-kKnown ADC won its contract to 
operate a fronton from the Manila city 
government in 1971. But after Marcos 
imposed martial law the following year, he 
issued a decree revoking all existing 
franchises. Then the late strongman 
awarded exclusive rights to a company 
owned by his brother-in-law, Alfredo 
Romualdez. 

When Corazon Aquino was swept into 
the presidency in 1986, however, she in- 
voked her “revolutionary powers” to shut 
down the Romualdez-operated fronton. 
ADC, meanwhile, continued to pursue a 
court case asserting that Marcos’ decree 
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Ramos doesn't want it but the punters do. /nset: jai-alai operator Yuseco. 


Let the Games Begin 


Government and court clash over jai-alai 
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nullifying its contract with the 
city government was uncon- 
stitutional. The long legal battle produced 
a victory in October 1993, when the Su- 
preme Court ruled in ADC's favour. The 
court reaffirmed its decision in a more de- 
tailed ruling on September 1. ADC inaugu- 
rated its fronton, representing a P400 mil- 
lion investment, eight days later. 

Up to that point, the saga was a rela- 
tively obscure one, reported only in the 
sports pages of local newspapers. Then the 
government stepped in. 

While Ramos was abroad on a Euro- 
pean tour, his executive secretary, Teofisto 
Guingona, ordered the state regulatory 
body, the Games and Amusement Board, 
to bar the start of play. Guingona claimed 
that three legal issues would have to be 
settled first, among them whether Macros' 
decree was still in force. 

His action triggered a storm of contro- 
versy. Joaquin Bernas, a constitutional ex- 
pert, said all the issues regarding the legal- 
ity of ADC's jai-alai operation had already 
been settled by the Supreme Court. “Either 
[Guingona] has not read the decision or he 
эч deliberately chosen not to understand 

" Bernas said. 

ADC officials questioned the administra- 
tion’s motives, suggesting that Ramos was 
trying to squelch competition against a 
planned state-run lottery. Newspapers, 
meanwhile, cast doubt on the motives of 
Chief Justice Andres Narvasa, reporting 
that his nephew, Francis Yuseco, was ADC's 
chief operating officer, while his son, 
Andres Jr., had the contract to run the 
fronton's restaurant. 

More followed. ADC obtained a court 
order preventing the Games and Amuse- 
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ment Board from closing the fronton. 
Guingona responded by threatening to 
arrest the company's officials for "illegal 
gambling" and directed the Bureau of 
Immigration to revoke the work permits of 
12 foreign pelotaris. Defying the threats 
from the president's office, ADC opened its 
fronton to jam-packed crowds, although its 
foreign pelotaris couldn't play. 

The administration's efforts to stop play 

were booed, for the most part, by political 
commentators in Manila. "Many bright 
guys in Malacanang Palace [the president' 5 
official residence] probably think the coun- 
try is under martial law," wrote columnist 
Ramon Tulfo. 
Judicial experts also frowned on 
Malacanang's move. "Sud- 
denly, the issue now is the 
survival of the Supreme 
Court's constitutionally con- 
ferred power to make deci- 
sions independent of Con- 
gress and of the president," 
wrote constitutional expert 
Bernas. The Philippine Con- 
stitution Association went as 
far as warning Ramos that he 
"will lay himself open to an 
impeachment move on the 
basis of gross violation of the Constitu- 
tion." 

Philippine senators, who initially want- 
ed to investigate a possible conflict of in- 
terest involving Chief Justice Narvasa, 
have backed off in the face of the furore. 
Even Manila mayor Alfredo Lim, who had 
initially refused to give ADC an operating 
licence, concedes that his legal battle 
against the company has been lost. "The 
courts have ruled, and we've got to follow 
the law,” he said. 

But the issue hasn't just pitted the ad- 
ministration against the judiciary. By chal- 
lenging ADC, the government has put itself 
in the ring with some of the country's busi- 
ness heavyweights. ADC official Yuseco 
says the company's biggest shareholder is 
Henry "Big Boy" Sy Jr., the son of mall 
magnate Henry Sy. The younger Sy holds 
a 40% stake in ADC, mainly through his 
HRS Realty & Development. 

The chairman of ADC's board of direc- 
tors is Edgardo Espiritu, who is a former 
chairman of Philippine National Bank. The 
size of his shareholding in ADC hasn't been 
disclosed. The original principal investors 
in the jai-alai venture — the Martel family, 
which owns the commercial complex that 
houses the fronton, and Johnny Ching, a 
cinema-chain tycoon — backed out of the 
business because of its capital require- 
ments. 

"Our shareholders did not pull any po- 
litical strings, and relied on the courts to 
determine whether our business is legal or 
not,” says Yuseco. "If businesses cannot 
rely on the Supreme Court, then who 
should they rely on?" a 
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Miles to Go 


RELATIONS 


North Korean, U.S. negotiators dogged by differences 


By Shim Jae Hoon in Seoul and Nigel 
Holloway in Washington 


he road to talks in Geneva later this 

month that will try to cap North 

Korea's nuclear ambitions appears 
paved with obstacles. One major hurdle 
has been disagreement between Pyong- 
yang and Washington over the type of 
light-water nuclear reactors North Korea 
should receive in exchange for getting rid 
of its gas-graphite ones. The latter are 
widely feared to have already produced 
enough plutonium to make several nuclear 
bombs. 

There is also disagreement over Wash- 
ington's keen desire to have South Korea 
play the central role in 
building and financing the 
two light-water reactors 
slated for the North. Pyong- 
yang adamantly rejects the 
idea. Indeed, it would like 
nothing better than to find 
some form of accommoda- 
tion with the United States 
that isolates its southern ad- 
versary. 

Seoul, in turn, is worried 
about being left in the cold 
as the U.S. and North Korea 
discuss normalisation of re- 
lations. Washington, mean- 
while, sees South Korea's 
involvement in building the 
reactors as essential to en- 
sure that relations between 
North and South Korea im- 
prove in step with progress 
in the U.S.-North Korea re- 
lationship. 

The disagreements between the U.S. 
and North Korea, which were apparent 
during preliminary talks in Berlin that 
ended on September 15, underline how dif- 
ficult it will be to reach a peaceful conclu- 
sion to the crisis brought on by Pyong- 
yang’s nuclear ambitions. The Berlin talks 
were intended to prepare for senior-level 
negotiations in Geneva on September 23. 
However, diplomatic sources say it quickly 
became clear that North Korea was using 
the talks to try and drive a wedge between 
the U.S. and South Korea. 

Robert Gallucci, U.S. assistant secretary 
of state for political and military affairs, 
says that under the terms of a deal with 
Pyongyang announced on August 12, 
Washington is responsible for arranging 
North Korea’s transition from its current 
gas-graphite nuclear programme to a less 
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dangerous one based on light-water reac- 
tors. 

Gallucci says the U.S., as the coordina- 
tor of this transition, has determined that 
light-water reactors of the type currently 
under construction in South Korea are the 
most appropriate ones for the North “tech- 
nically, politically and financially.” And he 
adds: “It is the South Koreans whom we 
expect will play the most central role in 
both the construction and in the funding of 
the project.” 

This formula is unacceptable to North 
Korea. Kim Jong U, one of its vice-minis- 
ters of foreign affairs, said in Berlin that 
Pyongyang itself intended to choose the 
type of light-water reactor it would accept, 





Kim (/eft) and Gallucci: no agreement on nuclear-programme formula. 


based on international bidding for the con- 
tract. According to Kim, the U.S. would be 
responsible only for the financial arrange- 
ments. 

The only countries allowed to bid, Kim 
added, would be those whose nuclear pro- 
grammes met a high international stand- 
ard of safety, had good export records and 
could guarantee their reactors would be 
trouble-free. South Korea, he said, did not 
fulfil these criteria. 

That provoked an undiplomatic re- 
sponse from Gallucci. The idea that the 
North would make all the decisions on 
the type of reactor and its suppliers while 
the U.S. would pay for it, he told report- 
ers in Seoul on September 16, was “ludi- 
crous. 

Gallucci's strong reaction was partly 
shaped by America's need to assuage 
South Korean fears that Washington might 
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do a deal with Pyongyang without refer- 
ence to Seoul. Ever since the U.S. began 
trying to resolve the North Korean nuclear 
issue more than 15 months ago, the South 
has worried about being cut out of the pic- 
ture. 

At the same time that U.S. officials were 
talking to their North Korean counterparts 
in Berlin, a low-key U.S.-North Korea 
meeting was being held in Pyongyang to 
discuss the eventual establishment of liai- 
son offices. The mere fact that it was held 
at all, and in the North Korean capital to 
boot, was enough to worry the South Ko- 
reans. 

Seoul's own negotiations with the 
North have been frozen since the death of 
the North Korean leader, Kim Il Sung, in 
July. The South Koreans want the U.S. to 
use progress towards normalisation as a 
lever with which to force Pyongyang to 
enter into a peace dialogue with Seoul. 

Meanwhile, former U.S. President 
Jimmy Carter offered to make another trip 
to Pyongyang. Government officials in 
Seoul, citing a letter from 
Carter to President Kim 
Young Sam, said on Sep- 
tember 17 that Kim had 
accepted Carter's proposed 
mediation efforts on behalf 
of Seoul and Washington. If 
Carter makes the trip, i 
will be his second to 
Pyongyang since June. Back 
then, he elicited a promise 
from Kim Il Sung to meet 
with the South Korean 
president. 

Carter will probably go 
to Pyongyang after the 
September 23 meeting in 
Geneva, and he will most 
probably be the first for- 
eign dignitary to be re- 
ceived by Kim Jong Il, Kim 
П Sung's son and heir. By 
then, Kim Jong Il should 
have strengthened his position by for- 
mally taking over the posts of Communist 
Party general-secretary and state presi- 
dent, and a visit by a former U.S. presi- 
dent could only help his image at home. 
Seoul would welcome that, as it fears the 
consequences of a struggle for power in 
Pyongyang. 

However, the dispute over the pro- 
posed light-water reactor has overshad- 
owed a more pressing problem that will 
now have to be discussed in Geneva on 
September 23: what to do about the spent 
nuclear-fuel rods taken from the North 
Korean reactor at Yongbyon in June. Ques- 
tions also remain about the so-called spe- 
cial inspections of North Korea's nuclear- 
waste sites and the country's research reac- 
tor. Says Gallucci: "We are very conscious 
of the fact that we have a long way to go 
still." ж 
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Murder Most Foul 


MP's slaying sparks debate over immigration and crime 





he recent murder of a local politician 

f has thrown a grim new light on Aus- 

tralia's moves to enmesh with Asia. 

Rightly or wrongly, it has focused national 

attention on the growth of Asian organised 
crime in Australia. 

John Newman, 47, who represented the 
Sydney suburb of Cabramatta in the New 
South Wales parliament, was gunned down 
outside his home on September 5 as he and 
his fiancée were stretching a tarpaulin over 
their car to protect it from paint bombs. 

The first-ever assassination of a serving 
Australian politician, Newman's death 
shocked a nation whose political history — 
rich with rigorous debate, invective and 
ruthless back-room deals — has never fea- 
tured murder. As NSW Premier John Fahey 
put it: “This is not the Australian way.” 

Though neither the killer nor a motive 
has been found, events surrounding the 
Labour MP's slaying put a spotlight on the 
penetration of Asian organised crime into 
Australia. Newman was best known for his 
aggressive campaigning against gangs who 
terrorise Asians in Cabramatta. 

A bustling suburb of 72,000, Cabramatta 
is in many ways the crucible of Australia's 
experiment in multiculturalism. Successive 
waves of immigrants from Russia, South 
America and Eastern Europe have left their 
mark, but the Asians who began arriving 
in the late 1970s — mostly from Vietnam 
— now make up 55% of the population. 

Australian political leaders have been 
unanimous in warning that Newman's 
unsolved killing shouldn't be allowed to 
jeopardise Australia's record of racial tol- 
erance. The crime has nonetheless called 
attention to the darker legacies of the coun- 
try's immigration programme. 

While Italian, Lebanese, Romanian and 
Columbian crime groups are known to 
operate in Australia, Asian gangs are grow- 
ing most rapidly in size and power, federal 
authorities say. Foremost among these are 
the Vietnamese. Most notably, they have 
come to dominate the drug trade; an in- 
creasing share of the heroin that enters 
Australia comes through Vietnam. 

The Vietnamese gangs have been 
known to cooperate on drug shipments 
with Chinese triad groups, at least four of 
which are believed to operate in Australia. 
These include the 14K, which has been 
linked with heroin trafficking, extortion 
and prostitution in the Sydney and Mel- 
bourne areas. The Japanese yakuza are also 
present, associated with gambling and 
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Newman and fiancée Lucy Wang Xiao-jing. 


money-laundering through real-estate 
transactions. 

“If we are going to become part of Asia, 
we are going to have this type of crime 
from our region,” says the former director 
of the Australian Institute of Criminology, 
Duncan Chappel. “Perhaps more than any 
other developed country, we will have to 
deal with it more immediately and more 
effectively.” 

Cabramatta, Newman's district, is the 
centre of activity for the Vietnamese gangs, 
according to the National Crime Author- 
ity. In particular, it’s home to the 5T, nam- 
ed after a tattoo worn by members depict- 
ing sex, money, jail, death and criminal 
convictions. Newman had charged that the 
5T had made Cabramatta the distribution 
centre for Sydney’s heroin market, and that 
it was rapidly taking over from the triads 
as the most serious Asian challenge to Aus- 
tralian law-enforcement officials. 

With only 5% of Sydney’s population, 
Cabramatta has 14% of home burglaries. 
The annual murder rate is 3.8 per 100,000, 
compared with a state average of 1.9. 
Eleven armed robberies reported in as 
many months were all committed by Asian 
offenders, who invaded family homes and 
terrorised their mainly Asian victims with 
machetes, meat cleavers and rifles. 

Most of the crime goes unreported. And 
even when charges are laid, witnesses are 
afraid to come forward. When a 17-year- 
old Vietnamese student was beaten to 
death in 1992 in front of a large crowd, 24 
subpoenaed witnesses failed to appear to 
give evidence. 
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Critics place some of the blame on Aus- 
tralian authorities, saying their response to 
Asian crime has been slow and ineffective. 
“If this level of crime and criminality exist- 
ed in [the mainly white districts of] Goul- 
bourn, Turramurra or Bordon, there would 
have been a royal commission by now,” 
says NSW parliamentarian 
Grant McBride. 

The NSW police set up an 
Asian task force in 1991 after 
prominent Australian heart 
surgeon Victor Chang was 
murdered in an extortion 
attempt; his killers were of 
Malaysian-Chinese descent. 
But criminologist Chappel says 
Australian policing is still ham- 
pered by a lack of understand- 
ing of Asia and Asians. "We 
need more cooperation with 
the agencies of the region." 

Police officers, he adds, 
need to be more sensitive to 
cultural differences so they can 
encourage confidence in law- 
abiding citizens who might be 
willing to help them. As it 
stands, many Asian migrants 
are so frightened of reprisals 
that the Australian Institute of 
Criminology found it could not attract 
good researchers to work on the topic of 
Asian crime. “This is chilling and we need 
to make a concerted effort to overcome it,” 
Chappel says. 

Other academics maintain that Asian 
crime is more than a police matter. It is 
rooted in Australia's immigration pro- 
grammes and economic problems, they 
say. “Placing a few ethnic policemen in 
Cabramatta and similar areas will not solve 
the problem,” economist Helen Hughes 
said in the Australian Financial Review. 

She argued that some unattractive be- 
haviour is allowed to flourish under the 
blanket of multiculturalism, condemning 
immigrants to live with practices that most 
would rather have left behind in their 
home countries. Australia’s high unem- 
ployment rate stirs the volatile brew, she 
added, by providing youthful fodder for 
gangs. “Australian voters have to make up 
their minds about the sort of society they 
want,” Hughes said. “Counter-productive 
multicultural policies, together with high 
unemployment, create the climate in which 
John Newman died.” 

Newman was himself an immigrant, an 
experience that clearly informed his 
Cabramatta crusade. His Serbian father 
and Austrian mother came to Australia 
when he was a child. As an adult, he 
changed his family name of Naumenko, 
which Australians found hard to pro- 
nounce, to Newman. “He wanted Asian 
Australians to enjoy the free and peaceful 
environment he enjoyed as an immigrant 
to Australia,” said colleague McBride. “His 
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goal was for Asian-Australians to remove 
the yoke of criminal tyranny.” 

A sixth-degree black belt in karate, 
Newman devoted much time to instruct- 
ing young people in the martial art. His 
combative politica! style was also legen- 
dary, embroiling him in some messy feuds 
within the local Labour Party. No stranger 
to tragedy, Newman lost his pregnant wife 
and 14-year-old son in a 1979 car wreck. 
Recently, he became engaged to Hong 
Kong-born Lucy Wang, who witnessed his 
murder. 

In the wake of his death, politicians 
across the spectrum have voiced concern 
for the Australian tradition of fearless 
political activism. “If this means Australia 
has become a member of the world com- 
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munity, | don't want to be part of the 
world," said fellow Nsw politician Liz 
Kernohan. 

Other voices called for a realistic ap- 
praisal of the intrusion of Asian gangs into 
Australian life. "It is time for Australian 
leaders . . . to pledge that the type of gang 
activities which appear to have led to Mr. 
Newman's assassination are stamped out," 
the Australian Financial Review said in an 
editorial. 

Recognising the sensitivity of the issue, 
the daily stressed that politicians shouldn't 
be deterred by "fear of offending Asian 
minorities or upsetting proponents of 
multiculturalism . . . . Indeed, it is the Asian 
communities that have the most to fear 
from these gangs and for whom Mr. New- 








Peacock's Swan Song 





By Jacqueline Rees in Canberra 
Not many Australian politicians can say 
that news of their retirement brought a 
congratulatory fax from Hollywood, but 
Andrew Sharp Peacock was no ordinary 
politician. 

Peacock — twice Opposition leader, 
and, during his tenure in the mid-1970s, 
one of the nation's best-known foreign 
ministers — retired from federal politics 
on September 16 at the age of 55. The 
news brought a prompt message from 
American actress Shirley MacLaine, with 
whom Peacock has maintained a long- 
standing friendship. In a fax from Los 
Angeles, MacLaine said that in retire- 
ment, Peacock “will now be happier, 
funnier, looser and richer. The world will 
be his oyster. And he is a pearl. l'm sure 
he'll string something wonderful to- 
gether." 

Things look much less bright, how- 
ever, for the Liberal Party that Peacock 
leaves behind. Many analysts believe the 
departure of one of its leading lights only 
highlights the dearth of talent that has 
kept the Liberals out of office nationally 
for more than 10 years. 

The most immediate problem the 
party faces is finding a suitable candi- 
date for Peacock's blue-ribbon seat of 
Kooyong, which he inherited in 1966 
from former Prime Minister Sir Robert 
Menzies, the party's founder. The one 
bright spot for the Liberals is that Pea- 
cock's retirement will end the rivalry be- 
tween him and another former leader, 
John Howard. Their bitter feud has di- 
vided the party for a decade. 
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Despite widespread 
speculation, Peacock 
didn't give a specific 
reason for his depar- 
ture beyond the fact 
that he had been in 
politics so long that 
even "elephants have 
visibly aged." He has 
also given little indica- 
tion of what his plans 
for the future are, bar- 
ring some vague talk 
of going into a textile- 
making business in 
China in partnership 
with MacLaine. 

But if his 28 frenetic 
years in national poli- 
tics are any indicator, a 
quiet retirement is unlikely. Peacock was 
blooded in the harsh realities of interna- 
tional affairs as a 30-year-old minister for 
the army in 1969, when Australia was 
involved in the Vietnam War. He then 
oversaw Papua New Guinea's path to 
independence from Australia as minister 
for external territories in 1972. 

On the return of the Liberals to gov- 
ernment in 1975, Peacock became for- 
eign minister, resigning on principle in 
1981 because then-Prime Minister 
Malcolm Fraser refused to withdraw 
recognition of the Pol Pot regime in 
Cambodia. Peacock was particularly 
noted for the lasting personal relation- 
ships he forged in his forays abroad. 
One Canberra journalist visiting China 
in 1975 was amazed to be asked by 
George Bush, then the United States rep- 
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man was assiduously working." 

NSW Opposition leader Bob Carr ap- 
pealed for action against crime in the inter- 
est of a multiracial Australia. Delivering the 
eulogy at Newman's funeral, he said: 
"John's special pride [in being Cabra- 
matta's MP] reflected the very special na- 
ture of Cabramatta itself . . . this crucible of 
our tremendous experiment in human co- 
existence and nation-building. 

"John was determined that within his 
own area of responsibility, this experiment 
should be given every best chance to suc- 
ceed," Carr said. "He knew that its success 
in Cabramatta would ensure its success 





Peacock leaves the party poorer. 


throughout the nation." 
If Newman's killers prove to be Asian, 
his dream may be sorely tested. E 


resentative in Beijing, to take a message 
home to Peacock. 

At home, the ultimate prize of the 
prime ministership eluded him. That de- 
spite the fact that in one election, the Lib- 
eral Party under his 
leadership attracted 
more votes than Bob 
Hawke's Labor Party; 
it still lost, because it 
had won fewer seats. 
Peacock also never 
managed to rid him- 
self of a playboy image 
that had dogged him 
from the beginning of 
his career. An an- 
nouncement in 1979 by 
MacLaine that if Pea- 
cock were minister for 
foreign affairs, she 
“would like a long af- 
fair,” didn't help mat- 
ters. 

Peacock did, how- 
ever, keep the Liberals 
within striking distance of government 
during his two leadership stints in the 
1980s. They are not within striking dis- 
tance now. Support for current Liberal 
leader Alexander Downer, who ousted 
John Hewson in a party ballot earlier this 
year, has fallen dramatically in the wake 
of several public gaffes. Most recently, 
Downer, after presenting a Liberal state- 
ment of direction called “Things That 
Matter" jocularly dismissed domestic 
violence as "things that batter." 

Peacock's resignation has fuelled fur- 
ther gossip about Downer's shaky posi- 
tion, and dissension over who should be 
put up to fight for Peacock's seat has 
worsened matters. His departure will 
also leave a major void in the party front 
bench, where he was an authoritative 
voice on foreign affairs. ж 
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MALAYSIA 


Loose Cannons 


Johor sultan's controversial guard force gains a reprieve 





By S. Jayasankaran in Kuala Lumpur ў 


пе day in late 1992, Musa Hashim 

was driving along a street in Johor 

Baru, the capital of Malaysia's 
southern state of Johor. Suddenly, a sports 
car pulled out from between large orna- 
mental gates, overtook Musa and forced 
him to stop. Out stepped the state's ruler, 
Sultan Mahmood Iskandar, who bran- 
dished “five fingers” at the bemused 
driver. A uniformed staffer then climbed 
into Musa’s car and ordered him to drive 
to the nearest police station, where a police 
sergeant was told the sultan had just fined 
Musa M$500 (US$196) — 10 times 
the usual fine. “The sergeant did 
not even know what the offence 
was about,” recalls Musa. “But the 
aide told me that my car would be 
impounded if I didn’t pay up.” 

The aide was a member of the 
Johor Military Force (JMF), a unique 
armed palace guard commonly 
described as Malaysia’s only pri- 
vate army. Such incidents, and 
rumours of worse, continued un- 
punished until 1993, when amend- 
ments were passed to the constitu- 
tion circumscribing the powers of 
the country’s nine hereditary 
sultans. The government's decision 
to pass the amendments was 
prompted by an incident in late 
1992 in which Douglas Gomes, a 
field hockey coach in a government 
school, was allegedly assaulted by 
the sultan of Johor at his palace. Gomes 
was reportedly forced to go there by the 
JMF. 

The episode prompted public outrage 
and calls for the disbandment of the force. 
And at first it seemed the proposal would 
be accepted by both the Johor state govern- 
ment and Kuala Lumpur. In July, a bill call- 
ing for the abolition of the JMF and its ab- 
sorption into the Malaysian army was in- 
troduced in Parliament for its first reading 
by the deputy defence minister, Datuk Wan 
Abu Bakar Mohamed. But the bill never 
made it through the House. It was ^with- 
drawn indefinitely" by the government. 

Why? Defence Minister Datuk Seri 
Najib Razak put it to the REVIEW tactfully: 
"There's a body of opinion in Johor that's 
sentimental about the force. So we had a 
second thought about it." The com- 
promise alternative: allow the JMF to con- 
tinue in its present form but impose a 
freeze on new hiring. In effect, the more 
than 200-man force would die a natural 
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Johor's sultan (left) gets to keep his 
private army. Inset: Najib. 


death through attrition. 

Explains Datuk Shahrir Samad, a 
former federal minister and the head of the 
United Malays National Organisation 
(Umno) division in Johor Baru: "It was a 
reasoned decision. A lot more people 
would have been unhappy if the JMF had 
been abolished than people would have 
been happy if it were closed down." 

Senior officials from Umno, the coun- 
try's dominant political party, concur that 
the move was prompted largely by politi- 
cal considerations. They assert that there 
could be a backlash against Umno over the 
JMF issue, particularly as a general election 
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is widely expected this year or 
in early 1995. "There is a lot 
of disquiet in the state," says 
Shahrir. 

The JMF issue was already 
a political hot potato. Semangat '46, an op- 
position party, had indicated its resistance 
to the proposed abolition, while it was ru- 
moured that members of Johor's royal 
house would take legal action to block the 
move. Even Umno was divided — a 
branch of Johor Baru's Umno division, for 
example, openly criticised the move. 

Several recent incidents have also made 
Umno particularly sensitive about its posi- 
tion in Johor. In January, for example, Jo- 
hor changed its official weekly holiday to 
Sunday from Friday. There was good rea- 
son for the change — most of the country 
observes the Sunday holiday. But the move 
raised hackles among traditionalists. Friday 
is the weekly holy day in Islam, and the 
change didn't go down well with either 
Parti Islam (Pas), an opposition Islamic 
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party, or the religious fringes of Umno. 

The state's chief minister, Tan Sri Muh- 
yiddin Yassin, has meanwhile led a major 
push for development, wooing foreign in- 
vestors and embarking on a number of 
huge infrastructure projects. As a result, the 
state's growth has outstripped the national 
average since 1990 and unemployment is 
effectively zero. 

Other effects of the boom, however, 
have been less popular. Today, Johor Baru 
is said to be the most expensive city in Pe- 
ninsular Malaysia, in part at least because 
foreigners, mostly Singaporeans, have 
snapped up Johor real estate. ^AII this will 
definitely be used by the opposition," sighs 
a Johorean federal minister. 

For its part, the Johor state government 
would be more than happy to disband the 
JMF for entirely prosaic reasons. It costs the 
state up to M$2 million a year to keep the 
force running. In addition, the JMF's assets 
— prime land in the heart of the city — are 
said to be worth millions. 

Set up in 1886 by Johor's Sultan 
Abu Bakar to defend the state, the 
group was legitimised by the Johor 
Military Force Enactment of 1915. 
After independence in 1957, vari- 
ous efforts to integrate it with the 
rest of the country's armed forces 
failed, primarily as a result of in- 
tervention from various members 
of Johor's royalty. The JMF was left 
to play the role of an armed palace 
guard. 

In the tenure of the current 
sultan, however, the force has 
fallen into disrepute. After 
the Gomes affair became 
public, others came forward 
with complaints of mistreat- 
ment at the hands of the JMF. 
The most common com- 
plaint was that force mem- 
bers had participated in fin- 
ing drivers far in excess of 
normal traffic offences for 
"obstructing" the sultan's 
car. Currently, around 250 
drivers are seeking more than M$100,000 
from the Johor police after the government 
agreed that their fines were, indeed, ille- 
gal. 

More seriously, members of the JMF 
were also said to have abetted assaults on 
members of the public. Defence Minister 
Najib cautiously concurs that the force's 
conduct has sometimes been less than 
proper: "The JMF has not really distin- 
guished itself. In fact, some of its actions 
have been somewhat misguided." 

With the passage of the amendments 
curbing the power of royalty, however, the 
problem may not arise any longer. “The 
sultan is a lot more subdued now,” says 
Shahrir. Agrees Najib: "I don't think the 
sultan of Johor will take matters into his 
own hands any more." * 
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NEW ZEALAND 


Quitting Season 


MPs jockey for position in new political system 


By б Colin Ja James in 
Wellington 


rime Minister Jim 
D Bolger expected it. 
New Zealand is re- 
placing its British-style 
first-past-the-post electoral 
system with proportional 
representation. This will 
force a redrawing of elec- 
toral boundaries in which 
dozens of MPs will lose 
their constituencies. "We 
are going to see some peo- 
ple leave the major parties, 
and that is going to cause 
its own tensions," Bolger 
said earlier this year. 
Well, the first pin has 
fallen. He is Ross Meurant, parliamentary 
undersecretary to the minister of agricul- 
ture and forestry; he resigned from the rul- 
ing National Party on September 11. With 
his departure, New Zealand's season of 
political change has begun. Said Meurant: 





"We are testing what is going to be the | 


case for the next 10 years." 
Meurant's exit from the National Party 


— though not from the government — to | 
form the Right of Centre party (ROC) ended 


National's one-seat parliamentary majority. 


His defection is expected to be only the | 


first of several from National and the main 
opposition Labour Party as the country 
moves to proportional representation. The 
new system comes into force in the middle 
of next year, and the next elections are due 
by the end of 1996. 

Labour and National between them 
now have 94 seats. The leftwing Alliance 
and the populist New Zealand First party 
have two each. But National remains in the 
box seat. Meurant immediately declared 
that the ROC was in coalition with the 
government, which thereby retains its ma- 
jority of one in the 99-member Parliament. 

Prime Minister Bolger said Meurant 
would remain in his post in an "arrange- 
ment" — he rejected the term "coalition." 
Meurant said he would support the gov- 
ernment on the budget, in confidence mo- 


tions and in its economic policy. But he | 


opposes the government's widely criticised 
proposal to settle outstanding Maori land 
claims inside an "envelope" of NZ$1 bil- 
lion (US$604 million). 

Meurant asserted that his party will also 
offer a more conservative stance than Na- 
tional on social issues and a "softer deliv- 
ery" of economic policy. He claims many 
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Bolger can expect more MPs 
to quit his party. 


people who have left Na- 
tional or ceased to vote for 
it during four years of 
tight-budget rule will vote 
for his party, thereby con- 
tributing to a right-of-cen- 
tre coalition after the next 
election. 

Next to quit National 
may be Michael Laws, an 
outspokenly independent 
backbencher, who is argu- 
ing with the party over its 
submissions on the new 
electoral boundaries. Laws 
says he will decide his fu- 
ture on September 30. 

Labour is also likely to 
see defections. Peter 
Dunne, the shadow tax 
minister, is almost certain to leave the 
party over a redraft of its economic policy. 
To be announced publicly in early Octo- 
ber, the new policy will contain several 
measures Dunne finds unacceptable. Most 
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notable of these is an additional tax on 
those with incomes over NZ$60,000 
(US$36,200) a year. 

Other MPs from both parties may go 
when the new constituency boundaries are 
announced on October 20. Under the new 
system, the number of single-member seats 
will drop to 65 from 99. This will force up 
to 30 MPs into retirement or independence 
if they don’t get on their party’s list for the 
proportional vote in one of the other 55 
seats. (The new parliament will expand to 
120 seats.) 

Meanwhile, an alternative “green” 
group may emerge to challenge the official 
Green Party, which is a member of the five- 
party leftwing Alliance. Some “green” ad- 
vocates have accused the Green Party of 
compromising its principles over a pipe- 
line bringing water to the capital, Auck- 
land, from the Waikato River 100 kilome- 
tres to the south. As a result, they say, 
they're more likely to launch an alternative 
party. 

Labour leader Mike Moore, ousted in a 
bitter fight last December, has also spoken 
of a new party — possibly linking with 
National backbencher Laws. And last but 
not least, the minority Maoris, who consti- 
tute about 12% of the population, are also 
thinking of forming parties to exploit the 
leverage they think proportional represen- 
tation will give them. * 
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Unwelcome Guests 


Vietnamese illegals risk police violence in Germany 


By Hugh Williamson in Berlin 


guyen Van. Nam, a Vietnamese in 
N his early 30s, was selling blackmar- 

ket cigarettes by the carton when he 
was grabbed by two city-council employ- 
ees in Bernau, an eastern German town 25 
kilometres from Berlin. “They handcuffed 
me and drove to an office building, where 
one of them told me to strip. He sexually 
abused me," Nam recounts in a low, cold 
voice. The officials then turned him over to 
the police. 

In the police station, Nam says, he was 
forced to strip once more. Then one officer 
punched and kicked him while the others 
looked on and laughed. "After 15 minutes, 
I was shouting and crying so much they let 
me go." He pauses. "I hate the men who 
did this — they are just racists." 

What happened to Nguyen Van Nam 
— à pseudonym, because he asked that his 
real name not be used — was not an iso- 
lated incident. Since it occurred in May 
1993, there have been numerous other at- 
tacks on foreigners in Germany that alleg- 
edly involved police. Many of the victims 
have been Vietnamese. 

The incidents have drawn strong con- 
demnation from German authorities, and 
criminal investigations have been initiated 
against those believed responsible. But 
those steps will do little to resolve the 
underlying issue of the estimated 40,000 
Vietnamese living illegally in Germany. 

Germany would like to deport them, 
but Vietnam, which has а severe unem- 
ployment problem, has been reluctant to 
take them back. Hanoi is asking for finan- 
cial assistance to reintegrate returnees, and 
says it won't accept forcible repatriations. 
Little progress was reported after two 
rounds of bilateral talks on the issue, in 
Bonn in June and Hanoi in August. 

Most of the 40,000 entered Germany 
after the fall of the Berlin Wall in 1989, 
seeking a better life. They came direct from 
Vietnam or from Eastern European coun- 
tries, where they were employed as guest 
workers. They applied for political asylum, 
but most ended up as illegal residents: Of 
the 11,000 asylum applications filed in 
1993, less than 1% were approved, accord- 
ing to German officials. 

Adding to the ranks of illegal residents 
are nearly 4,000 Vietnamese who were 
guest workers in the former East Germany 
but were denied residence permits after 
reunification, usually because they had 
criminal records or no jobs. In July, though, 
German authorities ruled that minor crimi- 
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nal offences committed before mid-1992 
would no longer disqualify applicants for 
residence. 

That would give some of these illegals a 
chance to join the more than 11,000 Viet- 
namese former guest workers who have 
residence permits. Most of these still live in 
the former East Germany and are self-em- 
ployed, running restaurants, food shops 
and clothing stalls. Some have factory jobs. 

But even as some Vietnamese win resi- 
dency rights and others leave the country, 
traffickers keep bringing in a steady stream 
of new migrants, almost all fated to have 
their asylum applications rejected. Sources 





Potential target of police harassment. 


in Hanoi say the traffickers’ current rate 
for a passage to Germany — including 
transport and a Vietnamese passport with 
necessary visas — is about US$6,500. 

All in all, more than 80,000 Vietnamese 
live in Germany, and slightly more than 
half have legal residency. The largest legal 
group is made up of former “boat people,” 
who began arriving in former West Ger- 
many in the early 1980s. Unlike the Viet- 
namese who came after 1989, this group 
received a hearty welcome from the gov- 
ernment and local communities. 

Nguyen Van Huong, a counsellor for 
foreigners in Berlin, discounts reports of 
hostility between the former boat people, 
most of whom are from former South Viet- 
nam, and the more recent wave of asylum- 
seekers. “There is little contact, so anxiety 
is natural,” he says. “Yet when they talk, 
these differences are reduced.” 

What's clear, however, is that these two 
groups inhabit separate worlds. The former 
boat people, who have secure residency 
status, are generally well-integrated into 
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west German society. The Vietnamese 
without residency cards, on the other hand, 
live precarious lives, mainly in eastern Ger- 
many. 

Unable to work because of their legal 
status, many are willing to risk a criminal 
record to make a living. In cities across 
eastern Germany, they can be seen selling 
duty-free cigarettes in subway stations and 
public squares. Usually smuggled in from 
Poland, each carton of 200 cigarettes sold 
to a German trader usually brings DM 2-4 
(US$1.30-2.60) in profit. 

In the past couple of years, the illegals 
been risking more than arrest. Most vic- 
tims of alleged police assaults in Bernau 
and Berlin were failed asylum-seekers, ac- 
costed while selling cigarettes on the street. 

The increasing number of alleged po- 
lice assaults has fuelled serious concern 
among foreigners and Germans alike. 
"They come as part of less serious, but per- 
sistent, police harassment of Vietnamese," 
says Tamara Hetschel 
of the Berlin-based Rice 
Drum, a German-Viet- 
namese association. 

In the past few 
months, German au- 
thorities have moved 
strongly to try to halt 
the abuses. Seven po- 
lice officers have been 
suspended from duty 
in Bernau pending in- 
vestigation of at least 
20 cases, and a city- 
council employee who 
has admitted sexually 
assaulting Nam is in 
custody. 

On August 19, Ber- 
lin authorities said 
their special investigat- 
ing team was examining 51 cases of alleged 
police abuses, 34 involving physical abuse 
and 17 involving the extortion of cigarettes: 
or money. 

The incidents — and the legal backlash 
— haven't been limited to the Berlin area. 
A court in Leipzig, eastern Germany, sen- 
tenced a 24-year-old policeman to more 
than three years in prison on August 22 for 
severely beating and robbing four Viet- 
namese and a German while on duty. 

And in the northwestern city-state of 
Hamburg, all 27 officers from an inner-city 
police station were suspended on Septem- 
ber 12 over allegations of beating foreign- 
ers. Hamburg's interior minister, assuming 
responsibility, resigned. 

Martin Rubbert, a lawyer who repre- 
sents many of the Vietnamese assaulted in 
Berlin and Bernau, expects charges to be 
filed by November against the police offic- 
ers allegedly responsible. "How seriously 
the courts take these cases involving out- 
siders in our society will be a trial of the 
whole German legal system," he says. Ww 


I 
c 
9 
l r 
= 
| == 
C 
» 
= 
o 
Q 
2 


SEPTEMBER 29, 1994 


Kansai International Airport opened on September 4th, 1994. 
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INDONESIA 


High Anxiety 


Government proposal could crimp NGO activities 





By Margot Cohen in Jakarta 





non-government organisations (NGOs) 

has united in anger. The object of their 
ire: a draft presidential decree that could 
severely curtail their activities. 

Coming as it does in the wake of a gov- 
ernment clampdown on the press and ar- 
rests of top labour leaders, the draft decree 
has been viewed as another nail in the cof- 
fin of the government's "openness" policy. 
Protests have flowed from NGOs in Sumatra, 
Central Java and Jakarta. Elsewhere in the 
country, too, activists are huddled over the 
document, discussing its possible impact 
and hatching strategies for the future. 

Alarm bells are also ringing within the 
donor community. "We're all worried,” 
says one aid worker. "This could take all 
the vitality out of the NGO movement." But 
donors have been reluctant to broach the 
subject directly with Indonesian officials. 
Their caution follows President Suharto's 
blunt decision in March 1992 to reject all 
Dutch aid after a clash with the Nether- 
lands’ then-minister for development co- 
operation, J. P. Pronk. 

Prepared by Interior Ministry officials, 
the 17-page draft aims to ensure that NGOs 
remain in step with the government's di- 
rectives on national development. Under 
the broad new criteria, any organisation 
can be shut down if found to be "under- 
mining the authority [of the state] and/or 
discrediting the government . . . hindering 
the implementation of national develop- 
ment" or engaged in "other activity that 
upsets political stability and security." 

The document also stiffens the rules for 
people's self-help institutions, known as 
LSMS, or Lembaga Swadaya Masyarakat. From 
now on, they can be set up only after "con- 
sultation" with the police, the military and 
the national intelligence agency. And com- 
plete personal biographies of all of an or- 
ganisation's leaders must be submitted. 

Activists complain that the decree im- 
pinges on their constitutional right of free- 
dom of assembly. But Interior Ministry offi- 
cials dismiss such worries. "If we look at 
the total number of LSMs in Indonesia, they 
are quite promising in terms of becoming a 
national asset, in their efforts to improve 
the quality of life and the welfare of the 
people," says Djon Sani, head of the sub- 
directorate on development and guidance 
within the office of social and political af- 
fairs. "Nevertheless," Sani says, "there area 
few LSMs, just the minority . . . which have 
become involved in opposition activity." 


i ndonesia’s quarrelsome community of 
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among the losers. 


Declining to give names, Sani says the 
government is worried about some 50 LSMs 
out of approximately 10,000 operating in 
the archipelago. He adds that the govern- 
ment remains very concerned about Indo- 
nesian groups that conduct international 
advocacy for human and worker rights, en- 
vironmental conservation and democracy 
— particularly during the yearly meetings 
held by the Consultative Group on Indone- 
sia, the donor consortium that determines 
Indonesia’s overall aid package. 

While NGOs appear united in their op- 
position to the proposed decree, interpre- 
tations of its purpose and likely effects 
vary. Some activists depict it as the latest 
manoeuvre in a long, consistent campaign 
to restrict their freedom. Others, however, 
see it as an anachronism — a number of 
NGOs, particularly those involved in 
projects related to health, the environment 
and agriculture, have enjoyed closer coop- 
eration with national and provincial offi- 
cials over the last five years. 

The government's ongoing anti-poverty 
campaign reflects continued ambivalence 
over the role of NGOs in national develop- 
ment. Originally, the innovative pro- 
gramme was designed to include NGO ac- 
tivists as “facilitators” who would help 
community groups decide how to spend 
the Rps 20 million (US$9,200) allocated for 
each impoverished village. 

However, for the most part officials 
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have cut the activists out of the loop. In 
Central Java, for example, NGOs are only 
active in the anti-poverty scheme in three 
out of 30-odd districts. To soothe ruffled 
feathers, the government has invited NGOs 
to undertake research in Irian Jaya, the 
Moluccas and Central Sulawesi, where 
poverty is deemed to be most acute. 

But why is the government wor- 
ried about NGOs? Even the most 
committed activists admit that In- 
donesia’s NGOs are often their own 
worst enemies. Personality clashes, 
money troubles, and revolts against 
the Jakarta-based “Bingos” (the so- 
called Big NGOs) all contribute to 
fragmentation. This lack of cohesion 
has frustrated the NGOs’ quest for a 
greater role in the nation’s political 
life. 

“We give some appearance of 
democracy in Indonesia, some ap- 
pearance of freedom of speech, but 
our base is very narrow, and our 
power to disrupt the economy is 
very small,” says George Adit- 
jondro, a lecturer at Satya Wacana 
Christian University and a member 
of the Joint Committee for the De- 
fence of the East Timorese. “If you 
do not have economic power, then 
your political powers are more 
symbolic than real.” For Indonesian 
NGOs, he concludes, “political clout 
does not depend on their member- 
ship but more on their voice in the me- 
dia.” 

Now, with the Indonesian press lower- 
ing its voice to a whisper, NGOs are begin- 
ning to lose what little clout they had. That 
was obvious after an August 22 press con- 
ference at the Jakarta offices of the Indone- 
sian Forum for the Environment, known 
by its Indonesian acronym Walhi. 

Before the government's June closure of 
the three newsweeklies Tempo, Editor and 
DeTik, Walhi staffers could speak to jour- 
nalists with full confidence that a generous 
dose of publicity would result. This time, 
however, executive-council member Zul- 
karnaen made his pitch on a hesitant note. 
"We'll understand if our friends in the 
media are not able to publish this story," 
he said. “Just take notes. Maybe you can 
print this next year." 

Zulkarnaen announced that Walhi was 
filing a lawsuit against President Suharto, 
challenging a decree that allows Research 
and Technology Minister B. J. Habibie to 
borrow US$185 million from the Reforesta- 
tion Fund in order to subsidise the nation's 
aircraft industry. Would the lawsuit make 
the headlines? "It will be difficult," one re- 
porter murmured. Sure enough, most of 
the media, including the two leading dai- 
lies, Kompas and Republika, didn't cover the 
story the following day. For Indonesia's 
NGOS, there is no more severe decree than 
silence. а 
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Denel. An industrial giant 
emerging from Southern Africa. 


There is a group in Southern Africa whose burning desire is to improve the quality of life for all. To create a 
brighter tomorrow for present and future generations. A Group called DENEL. 


DENEL has a substantial capital and asset base, sound management and an established reputation as a reliable 
and stable supplier of a wide range of commercial, industrial and security products. DENEL consists of 25 
separate operating and industrial divisions structured as individual business units in the following major 
categories: aerospace, systems (mechanical and electronic), manufacturing, engineering services, informatics 
and properties and international marketing. 


DENEL is continually forming alliances with reputable international companies for joint ventures. As a major 
force in South African industry, DENEL can also be your industrial partner and together play a significant role in 
the development of Southern Africa. By sharing the technology, marketing 

and distribution channels of the DENEL Group's massive infrastructure, 

together we can develop a better future. 
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For further information fax or write to: 
Dr Fritz Visser, Marketing Director. 


PO Box 8322, Hennopsmeer, 0046, Republic of South Africa. 
Tal: 27-12-428 0637 Fax: 27-12-428 0651 For a better future 
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Douglas Lamont is managing director of Douglas Lamont & 
Associates, a consulting firm specialising in international business 
opportunities in Mexico. He has been associated with the Kellogg 
Graduate School of Management of Northwestern University in 
Chicago, Illinois, since 1984. 


Nafta: What’s in it for Asia? 


exicans went to the polls last 
M month to choose a new president, 

Ernesto Zedillo. In so doing, they 
came down clearly on the side of the poli- 
cies that have given them economic 
growth and the North American Free 
Trade Agreement (Nafta). 

Within Asia, Nafta's advent has often 
been treated as something of a threat. But 
the truth is that Asia stands to benefit a 
great deal from the new opportunities that 
will result — if it is wise enough to see 
them. 

Over the next six years of President 
Zedillo's term, Mexico will offer Asian 
investors more of the same: privatisation, 
deregulation, lower labour costs, profit 
repatriation and, perhaps most important, 
unimpeded access to the immense Ameri- 
can market. 

Many Asian firms have already set up 
shop in Mexico. Sony, Matsushita, Sam- 
sung, Goldstar and Hyundai assemble 
colour TVs, VCRs and other consumer elec- 
tronics and home appliances in Mexico, 
then sell them in the United States. Nis- 
san does the same with Mexican-made 
engines and manual transmissions. But 
the markets to the north are not the only 
ones that beckon. Nippondenso and 
Tachi-S produce Mexican-made parts for 
sale to Nissan and Honda in Mexico. The 
resulting cars are then sold in Mexico and 
exported to Latin America; and Honda 
motorcycles are sold throughout North 
America. 

Altogether the three Nafta countries — 
Canada, the U.S. and Mexico — offer 
Asian investors a market of about 300 
million people. Mexico alone has a mid- 
dle-class population of about 20 million, 
and 8 million of these are affluent con- 
sumers with disposable incomes on a par 
with Americans' or Canadians'. Indeed, 
Mexico is an attractive market in its own 
right, with a growing demand for textiles 
and clothing finished at home but pro- 
duced overseas by Indian and Chinese 
firms. Asian investors ship their Mexican- 
made shirts, dresses, Christmas-tree deco- 
rations and many other non-durable 
goods to the U.S. 

Many firms have complained about the 
local-content rules inherent in Nafta, such 
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as the provision that 62.5% of finished 
goods must be produced within one or 
more of the Nafta countries. What is of- 
ten overlooked is that this will be a con- 
tinuing competitive advantage for all com- 
panies that export goods from Asia for 
sale in the U.S. This means that Asian in- 
vestors within Mexico will enjoy signifi- 
cant advantages that those who export 
directly from Asia will not — namely, they 
will not have to pay tariffs. 

Those firms that manufacture in 
Mexico will have increasing opportuni- 
ties to offer their products for sale in other 
Latin American countries that will even- 
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tually become Nafta members, too, such 
as Chile. Even today, however, Mexico 
has its own free-trade agreements with 
its neighbours including Chile, Columbia 
and Venezuela. These trade pacts will ul- 
timately be folded into Nafta as was the 
U.S.-Canada agreement. 

Opportunities abound. Take telecom- 
munications: financial services giant 
Grupo Serfin wants foreign telecom part- 
ners to compete against Telefonos de 
Mexico in the long-distance service mar- 
ket. Or take Infosel, a unit of the Mon- 
terrey newspaper El Norte, which distrib- 
utes on-line business articles and company 
statistics using satellites and part of the 
FM radio spectrum. These companies are 
seeking foreign partners to help them with 
their plans. 

The same goes for wholesalers. Asian 
exporters who want to sell within Mexico 
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might consider hooking up with local 
wholesalers such as Grupo Casa Autrey. 
This firm distributes more than 200 for- 
eign-made products (such as cigarettes, 
liquor, cold remedies, prescription drugs, 
candy, household cleaning supplies, film, 
batteries and razors) to the big retailing 
chains such as Cifra, Wal-Mart, K-Mart, 
Gigante and Commercial Mexicana, not 
to mention the thousands of small, inde- 
pendently owned farmacias , or drugstores. 


s for local retailers, Palacio de 
A Hierro, Mexico’s top department- 

store chain, had a two-week festi- 
val of beauty in which cosmetics com- 
panies from France and the U.S. rung up 
sales equal to the receipts at Christmas. 
Mexican women use more cosmetics per 
capita than American women, and are 
willing to pay higher prices for lipsticks, 
anti-aging cream, false eyelashes, eye 
liner, nail polish and foot cream. Shi- 
seido’s advanced skin-care programme is 
doing well in the U.S., and it would do 
equally as well at Palacio, Liverpool, 
Sears and other department stores in 
Mexico. 

Asian businesspeople might consider 
selling their used steel mills to Mexican 
firms. Steel giants such as Mitsubishi Steel 
Manufacturing, Sumitomo Metal Indus- 
tries, Kawasaki Steel and others have bil- 
lions of dollars’ worth of excess capacity. 
And Nippon Paper Industries does not 
need 60 paper machines and the accom- 
panying coating and spooling equipment. 
Sony is already selling its machines that 
stamp parts onto circuit boards and is 
finding willing buyers throughout 
Mexico. 

The main point for Asian businesses 
to keep in mind about Nafta is that it is 
no longer up for debate. It is a reality. As 
the recent elections show, moreover, it 
enjoys the full support of Mexican people 
hoping to replay the East Asian miracle 
— this time in Spanish. Already Ameri- 
cans, Japanese, Koreans and Singapore- 
ans are taking advantage of the doors 
Nafta opens by increasing their invest- 
ments in Mexico. The opportunities are 
there for Asia. But it has to explore the 
country to find them. a 
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The U.S. embargo has been lifted. Money and people are flooding in. The world sees a 
nation of promise and risk. There'll be winners and losers as startling changes take place 
in Vietnamese society, business and politics. “Vietnam Notebook” by Murray Hiebert; 
Vietnam Bureau Chief for the Far Eastern Economic Review, includes 38 articles on 
doing business plus advice and information on visiting Vietnam today. 


Please rush me Vietnam Notebook. 
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Very much a part of the new-look Beijing. 


A Society in Transformation 





China is becoming a more normal country, with normal problems 


or someone visiting Beijing for the first time 
r in six years, the city is virtually unrecognis- 

able. The quiet, tree-lined road to the airport 
is now a six-lane expressway. New office blocks 
and luxury hotels have sprung up amid the tradi- 
tional low-rises, transforming the capital's skyline. 
Somehow the city looks incomplete. It reminds 
one of a snake that is in the process of shedding 
its skin: a sleek new look is emerging, but the old, 
dry and crumbling skin is still in evidence. 

Similarly, smartly dressed people mingle on 
Beijing streets with those who still wear the dowdy 
blue and gray outfits of the Maoist period. Bicy- 
cles vie for road space with Daimlers and 
Mercedes-Benzes. The influence of Hong Kong, 
which provided the capital for much of the new 
opulence, is much in evidence, even in the lan- 
guage. Taxis are dishi, as they are in Hong Kong. 
No one uses the proper term, chuzu qiche, or "car 
for hire." 

The biggest change of all has to do with the 
people. By and large, they are now better dressed, 
more confident — and much more money-minded. 
The term xiang qian kan, which ostensibly means 
"to look forward" but which can also mean "to 
look at money,” aptly describes the national mood. 
This is evident the moment one arrives at the air- 
port. Unscrupulous drivers try to charge you sev- 
eral times the going rate for a taxi — and curse 
you when you turn them down. 

Also evident from the moment of arrival is the 
more relaxed mood of the country. Customs offi- 
cials wave most people through without examin- 
ing their luggage, while carefully filled forms de- 
tailing the amount of foreign currency being 
brought in, as well as the brand of one's camera, 
are not even collected. 

Everything is now for sale. VIPS who wish to 
beat the Beijing traffic can rent military vehicles 
for Rmb 1,200 (US$140) a day — complete with 
flashing lights — that don't have to abide by traf- 
fic rules. And an evening stroll around the five- 
star Palace Hotel, partly owned by the People's 
Liberation Army, is not complete without a pimp 
offering the services of a young lady. According to 
а person in the know, any staff member who tried 
to interfere would be 
beaten up as soon as 
he stepped off the 
hotel premises. The 
tentacles of the un- 
derworld stretch into 
every nook and 
cranny. Sometimes 
they are indistin- 
guishable from the 
long arm of the law 
because, very often, 
the two are one. 

Just as the Cold 
War artificially sub- 
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merged ancient enmities, so had tight control by 
the Chinese communists led to the virtual disap- 
pearance of old vices such as prostitution, drug 
addiction and superstition, all of which have now 
resurfaced. The result is a far from perfect, but 
more normal, China. 

The lust for money is also evident in Shanghai. 
At the airport, a young lady demands Rmb 9 for a 
luggage cart, despite a sign in both English and 
Chinese informing visitors the price is only Rmb 
2. Travellers are told by security people, more- 
over, that check-in luggage must be locked. And, 
it so happens, those same people sell the locks — 
at several times their normal price. 

For the vast majority of people here, life is with- 
out doubt more comfortable than before. Most 
people have benefited from the economic reforms 
instituted 15 years ago. Chinese can now afford to 
go on vacation, a luxury few enjoyed previously. 
Yet even though life is getting better for most, the 
pace varies greatly so that the gap between rich 
and poor is widening. The government, too, knows 
that are still 80 million people living below the 
poverty line — a number larger than the entire 
population of many countries. 

Traditional practices of all sorts have returned. 
Fortune tellers are consulted on everything, such 
as when to open a restaurant, whether to take a 
trip, and what direction a door should face. Main- 
landers have even taken on board Hong Kong’s 
fondness for auspicious numbers. In particular 
demand is the number eight, or ba, which sounds 
vaguely like the word for prosperity. 


fficials take pride in the fact that their 

economy is doing so well, especially at a 

time when others are doing so badly. They 
are also proud that foreigners, such as Russians, 
are coming to China to look for jobs. Previously, 
the flow had been only in the other direction, with 
Chinese trying to better their lot by getting out of 
the country. Today, some who have returned af- 
ter graduating from Western universities find that, 
in some cases, friends who remained behind are 
better off, having become successful business peo- 
ple. Of course, many still want to go abroad, but 
the attractions of remaining in China are now 
much greater. 

The Communist Party’s abandonment of tradi- 
tional concepts of socialism has led to an ideologi- 
cal vacuum, which accounts to a large extent for 
the new materialism evident everywhere. Many 
complain that traditional values, such as honour 
and respect and helping the weak and the elderly, 
have been jettisoned in the mad rush to make 
money. But while the current situation is undoubt- 
edly abnormal and unhealthy, it is merely a reac- 
tion to the previous state-imposed straitjacket. 
Eventually, the pendulum swings will become less 
wild, and China will become more like other coun- 
tries, with its own share of problems. = 
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| eNet Assets as at 30th June 1994 US$52.9m 
| | qu o £34.3m 
| ePerformance in £ from 1st July 1993 to 30th June 1994 | 

| e NAV per Ordinary Share —— +36.9% 
| e Ordinary Share Price. | | +41.6% 
| * Total Net Assets p ges +12.2% 
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| Chairman’s Statement 


Lo “The first half of the past financial year saw exceptional growth in Hong 
Kong and the South-East Asian markets fuelled by huge capital inflows. This 
trend was abruptly reversed at the beginning of 1994 with declining bond 
markets and the erosion of confidence in the US dollar. Hong Kong, Malaysia, 
Thailand and Indonesia were amongst the worst performing markets while 


Japan, Korea and Taiwan were amongst the best. 


“We believe that the Pacific region equity markets will recover strongly in 
the second half of the year. With the initial shock of rising US interest rates 
absorbed, investors have begun to refocus their attention upon strong 
economic growth and rising earnings in those Asian markets which were 
sold heavily in the first half of 1994. The Japanese market should also perform 
well as there is little evidence of any reversal in Japan's economic recovery, 


despite the Yen’s recent advance. 


“While we do not expect a replay of the final 





| quarter of 1993, we do anticipate a steady 7 
| improvement in the region's markets” | ©” Pacific Warrant Company S.A. 
í . i ; 


A.H. Smith 
Chairman 
13th September 1994 
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Fora copy of the Annual Report please contact either: 

Jardine Fleming, 47th Floor, Jardine House, 

One Connaught Place, Hong Kong. 

Attn: C. Goodman Tel: (852) 843 8888 Fax: (852) 524 8649 or 
Fleming Investment Trust Management Ltd. (Member of IMRO) 
25 Copthall Avenue, London, EC2R 7DR. 

‘Fel: (071) 638 5858 Fax: (071) 256 6817. 
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TRAVELLERS' TALES 





FLEXI-TIME: Bob Hughes of Hewlett- 
Packard booked a room at the Shangri-La 
hotel in Singapore from Wednesday, Au- 
gust 24 to Saturday, August 27 this year. 
But when those dates arrived, he discov- 
ered staff had accidentally booked him 
for those dates next year. The hotel was 
full, so he had to stay elsewhere. 

Bob was mellow about this. "Fair 
enough, these things happen occasion- 
ally," he mused. 

Several days after he returned to his 
Hong Kong home, he got a letter from 
Shangri-La. The letter, dated Wednesday, 
August 31 said that the hotel had now 
managed to find a room for him for part 
of his stay the previous week, but was 
unable to find confirmed space for him 
for the whole stay. The reservations man- 
ager wrote regretfully that they were "up 
until today, unable to confirm the first 
night on August 24, 1994, at Shangri-La, 
Singapore." 

The question arises: Why were they 
still trying to book him a room for the 
previous week? Were they assuming he 
was going to nip back a week in a time 
machine? Bob suggested that they should 
adopt the slogan: "Service Not Confined 
by the Constraints of Linear Time." 

He reckons this could be an added at- 
traction. “I still like the hotel, and in fact I 
will surely stay there again. Last month." 


Certificate 


of ЭШепдепсе 


This is to Certify that 


св ко 


fias attended the following 30 Rour module in Business English: 


ADVANCED WRITING SKILLS II 





TEACHER NEEDS TEACHING: This is 
the top part of a Certificate of Attendance 
handed out by the Centre for Professional 
and Business English in Hong Kong, run 
by native English speakers. Pity “Attend- 
ance” is spelt wrong. 


WOODEN HEART: Male Westerners tend 
to let their libidos run rampant when they 
get to Asia. This has inspired a definition 
from Laura Allen, a Canadian working in 
Bangkok: “Caucasian men in Thailand 
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think monogamy is a species of tropical 
hardwood.” 


HINDECIPHERABLE: If you are in the 
airline business in India, check the calen- 
dar before you open your mouth. All com- 
munications to the directorate-general of 
civil aviation must henceforth be in the 
Hindi language, but only on Tuesdays. 
On other days of the week they can be in 
English, says a new directive. 

Further, whenever a passenger speaks 
in Hindi — Tuesday or not — the airline 
staff member must reply in the same lan- 
guage, the directive continues. 

Several airlines have written to the civil 
aviation department explaining that it will 
take time to teach their staff to speak ad- 
equately in Hindi on 
Tuesdays, reported the 
Times of India on August 
10. 

If this pro-Hindi move 
spreads, I fear there will 
be some confusion in the 
skies. 

Air Traffic Controller: 
“Indianair 431, this is 
Kansai ground control. 
Can you give me your 
position and estimated ar- 
rival time please?" 

Pilot: (Silence) 

Air Traffic Controller: 
"Indianair 431, are you reading me?" 

Pilot: “Look, I’m not talking to you 
unless you address me in Hindi.” 


ARTS AND GRAFTS: The machinations 
of the Thai Government are famously bi- 
zarre, but this piece on August 22 in the 
Nation newspaper, sent in by Christine 
Cuff, takes the cake: 

The Interior, Agriculture and the Educa- 
tion ministries have been ranked the most 
corrupt government agencies so far this year 
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by the Counter Corruption Commission 
(CCC). However, Prasit Damrongchai, the sec- 
retary-general of the anti-graft agency, yes- 
terday said the three ministries always topped 
the list of most corrupt government bodies as 
they have more agencies than other minis- 
tries. 

“The three agencies are always considered 
the most corrupt agencies because they have 
more power. They also have a lot of agencies 
and officials throughout the country, so they 
are likely to have more corrupt officials. This 
is normal,” Prasit said. 


If corruption is normal, | wonder if 
they include it in their job application 
forms? “Please include expected salary, 
level of corruptibility, etc.” 









ATTENTION 
Boarding will commenced spective as 
follows : 


1 VIP/CIP/FIRST & BUSINESS CLASS x 

2. Incapacitated and special assist · pas 

3. Transit passangers (vx SORT | 

4. Joining passangers from Jakarta, embark ES 
initially from the holder of rare seats, 
respectively to front seats 


8 





Garuda Indonesia 3 


RARE TREATS: Do you have trouble getting 
economy-class seats on Garuda Indonesia? 
Well, now we know the reason why. They 
have "rare seats" according to this sign, 
snapped by Jason Phua of Surabaya, 
Indonesia. 


Suck the miracle of 


Guangdong market 


through 
Guangdong Yellow Pages 





AW, SUCKS: This baffling slogan appears 
in a phone book in southern China. 
Reader John Wakefield, who sent it in, 
asked: “Maybe they think their Yellow 
Pages will filter out the dust and grime in 
Guangdong better than a conventional 
mask filter?” я 


Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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Introducing Four Seasons Hotel Singapore. 


Singapore has become Southeast Asia's crossroads of business. To help; you give it your full attention, Four 


g^ 5 М " 1 D А 4 М 4 
Deasons gives its full attention to you. Do you need a shirt pressed in an hour, or a new plane ticket in minutes? 


Qu r 24- hour concierges are poised to serve you. What about a low-cholesterol omelette-—at 4 a.m.? A Business. 


Center open 365 days? C ? Or a private Residents Lounge, where vou can collect your thoughts 
р P E ; $ E 





for the day ahead. You may even have time {ог our 3,000-square-meter health club, with 
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RCHARD BOULEVARD, SINGAPORE 1024. SINGAPORE. PHONE ‚ (68) 734-1110. FAX: (68) 73. 


itered not only around the heart of downtown 8 Singapore, but around you. A Four Seasons Recent HOTEL Ds | 
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FLEXIBILITY 





CATHAY PACIFIC 








While Japanese and American negotiators 


continue their trade tango, the world is looking at 
Japan, and Japan at the world, in new ways. 
These new viewpoints are reflected in the flow of 
books on Japan by native and foreign authors. 
This Books Special deals with everyday topics like 
Japanese astrology and etiquette, as well as 


America and the Four Japans: 
Friend, Foe, Model, Mirror 

by Frederik L. Schodt. 

Stone Bridge Press, P.O. Box 8208, 
Berkeley, CA, US$19.95. 

The Chrysanthemum and the 
Eagle: The Future of U.S.-Japan 
Relations by Ryuzo Sato. 

New York University Press, Washington 
Square, New York, NY, US$24.95. 
Japan: Beyond the End of History 
by David Williams. 

Routiedge, 11 New Fetter Lane, London. 
£37.50. 

Japan's International Agenda 
edited by Yoichi Funabashi. 

New York University Press, Washington 
Square, New York, NY. US$30. 


Japanese newspaper readers 
were shocked one morning ear- 
lier this month when they read 
that their country no longer 
boasts the world's most competi- 
tive economy. А Swiss research 
institute had demoted Japan from 
first place to third on the basis of 
a survey that touched on recent 
GDP growth levels and levels of 
crime, drug addiction and edu- 
cation. 

More disturbing still, the 
United States had risen to first 
place. As a Japanese reporter 
wrote, the Swiss institute had put 
an end to the Japanese economic 
miracle and was trying to replace 
it with an American one. 

If newspaper readers in Japan had read 
the latest books on Japan-U.S. relations, 
they might have been less shocked at the 
re-evaluation. Several books published in 
the U.S. in the late 1980s presented Japan 
as either a paragon or a menace to its part- 
ners in world trade because of its 
hyperdeveloped economic sense and its 
overcompetitive businessmen. 

Some widely read Japanese authors 
added a nationalist twist to these theo- 
ries. Japan was an inherently superior 
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Eastern setting, Western rules: An American in a sumo ring. 
(From: Sumo and the Woodblock Print Masters.) 


country, they suggested, that “lazy” West- 
erners and Japan’s Asian neighbours 
could not expect to compete with. But four 
years of deep recession in Tokyo, and a 
resurgence of confidence by Americans 
in their own economy have transformed 
the tone in which the two countries write 
about each other. The resulting books may 
be less readable than some of the 1980s 


polemics on U.S.-Japan relations, but they - 


are also probably much closer to reality. 
With one striking exception, the au- 
thors whose works are discussed here 
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pursuits like sumo wrestling, viewed through old 
woodblock prints. There are observations by 
Western travellers in Japan, and recollections by 
the likes of Charlie Chaplin and Jean Cocteau. The 
phenomenon of karaoke (“the electric geisha”) is 
examined, as well as the role of technological 
transformation in Japan's national secur ity. 


seem to agree that while Japan i: 
one of the world's most success 
ful economies, the country may 
have reached a stage where new 
social and political ideas ar: 
needed. 

The U.S. has not undergone 
the same degree of re-evaluatior 
in Tokyo that Japan has in Wash- 
ington. But books by Japanese 
scholars translated into English 
suggest that Japanese have done 
some creative thinking about 
what makes America tick and 
how Japanese politicians and 
opinion leaders could learn from 
the "American model." 

Absent in the latest Japanese 
titles are suggestions that Japan 
should "confront" tough U.S. 
trade negotiators by threatening 
its own trade sanctions or by 
switching technology transfers to 
the former Soviet Union. Instead, 
authors feel Japan should try to 
understand the "value differ- 
ences" on the two sides of the 
Pacific — including America's 
emphasis on personal freedom. 

Of the books discussed here, 
the one that offers the most even- 
handed view of U.S.-Japan rela- 
tions is Frederik L. Schodt's 
America and the Four Japans. 
Schodt is fed up with the "dual- 
ism" of American thinking on Ja- 
pan. He wants more "middle of 
the road" coverage of the subject and tries 
to meet this need by looking at the coun- 
try as friend, enemy, model and mirror. 

Much of the "Friend" and "Foe" sec- 
tions are taken up with predictable ac- 
counts of early exchanges between the two 
countries, but Schodt also examines trade 
friction, and goes beyond the usual com- 
plaints of “closed” Japanese markets. 
Rather than markets for goods — the big 
problem for the U.S. — he suggests that 
the main obstacle is corporate acquisition. 
Japanese investors can buy U.S. com- 
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panies with ease, but the same is not true 
for U.S. investors, because of Japan's com- 
plex network of cross-shareholdings. 

In his "Model" section, Schodt tells us 
what not to borrow from Japan — or what 
the Japanese claim to have that doesn't 
exist. The lifetime employment system 
and Japanese “hard work" are two myths 
he debunks. But Schodt doesn't dismiss 
the Japanese model entirely. 

In the chapter "Is there nothing to learn 
from Japan?" he lists a startling variety of 
inventions — from karaoke bars to credit 
phone cards and plastic food models in 
restaurant windows that America might 
borrow — if it hasn't already. 

Schodt dislikes the emperor system, 
factional politics and the invisible system 
of maintaining social discipline. Emperor 
Akihito is a “modern liberal man," but 
the emperor system is a black hole that 
helps to preserve "feudalistic mumbo 
jumbo." Traditions of consensus stop the 
Japanese from arguing with each other, 
but lead to "vicious factionalism" in poli- 
tics and elsewhere. 

Finally, Schodt warns that Japan's low 
crime rate is not just the result of having 
а peace-loving population. People have 
been conditioned since the Edo era to keep 
watch on each other and there is nowhere 
to escape to anyway — so the police don't 
have to try that hard to catch criminals. 

Ryuzo Sato, author of the Chrysanthe- 
mum and the Eagle, writes from a position 
opposite that of Schodt. A Japanese econo- 
mist who has lived in the U.S. for 30 years, 
he sets out to tell Japanese readers how 
their country looks from the U.S. and why 
— in his opinion — some American criti- 
cisms of Japan are right. 

Sato boldly agrees with the argument 
of "revisionist" writer James Fallow that 
Japan's exports need "containing" by the 
West. On the other hand, he rebukes 
Japanese politician Shintaro Ishihara for 
inflaming U.S. security fears in his book 
The Japan That Can Say NO (which sug- 
gested that Japan should stop supplying 
computer chips to U.S. industry). Ishihara 
failed to appreciate U.S. sensitivity over 
security issues, and thus did immense 
damage to bilateral relations, says Sato. 

Japan may be right in claiming that 
the low U.S. savings rate is a reason for 
the bilateral trade deficit, 
Sato concedes, but in the 
end this sort of thing may 
not matter as much as the 
Japanese seem to think. “Tf 
Japan grows so strong that 
it tramples on the liveli- 
hood of people in other 
countries, then no matter 
how many good products 
it makes it will gradually 
become unable to sell 
them," Sato writes. 

Sato's weakness is a ten- 
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THE CHRYSANTHEMUM 
AND THE EAGLE 


THE FUTURE OF U,S. "JAPAN RELATIONS 





dency to digress into displays of economic 
ingenuity. But he strikes gold with a list 
of things Japan can do to put itself right 
with the rest of the world. Letting Japan- 
ese farmers grow as much rice as they 
want and giving it away as aid is one 
idea. 

In Japan: Beyond the End of History, Bri- 
tish journalist and scholar David Williams 
offers a sharp contrast to Sato's critical 
analysis. Williams' thesis is that Japan's 
"public policy" — the way its bureaucrats 
make decisions — represents a novel con- 





Not in keeping with the times? 


tribution to the management of capitalist 
economies that will force the West, and 
the Anglo-Saxon world in particular, to 
rethink the way it does things. 

The book contrasts "common sense" 
management (bad) with goal-oriented top- 
down leadership (good). Japan's strength 
in the latter, Williams says, is why it could 
respond positively to U.S. proposals for 
talks on structural change in its economy. 

Williams disagrees with U.S. sociolo- 
gist Francis Fukuyama's notion that West- 
ern-style capitalism is the world's only 
valid system of government. He sees the 
Japanese system as an alternative. "The 
consequence of the Japanese [economic] 
miracle," he asserts, "is the overthrow of 
some of the foundations of neoclassical 
economic theory." 

Williams isn't suggesting that Japan 
should rethink the way it runs itself. The 
young Japanese academics who produced 
Japan's International Agenda 
are. They believe Japan is 
an introverted society that 
has to change its habits and 
its self-image now that it is 
a great economic power. 

Asahi Shimbun reporter 
Yoichi Funabashi writes in 
his introduction to Japan's 
International Agenda that 
Japan is both "isolated" 
from the West but also — 
because of the scale of its 
economy — one of the few 
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countries with "truly global interests." 
Funabashi believes Japan needs to worry 
about becoming even more introverted. 
He also feels the U.S.-Japan relationship 
is deteriorating and that nationalistic feel- 
ings are resurfacing in Japan. 

What to do about all this isn't clear, 
but Funabashi suggests a concept of “com- 
plementary leadership" in which Japan 
would try to promote international good 
causes like environmental protection and 
free trade. A three-cornered "Structural 
Impediments Initiative" debate between 
the U.S., Japan and Europe is one of 
Funabashi's more novel ideas. 

Some of Funabashi's co-authors are 
more successful in suggesting action pro- 
grammes for Japan — perhaps because 
they don't have newspaper editors breath- 
ing down their necks. Academic Akihiko 
Tanaka offers a lucid analysis of what Ja- 
pan can and cannot do in the defence 
field: It can't revise the post-war "peace 
constitution," he says, but there may be 
some possibility of official "reinterpreta- 
tion" to allow more participation in 
United Nations peace-keeping ventures. 

Japan's International Agenda suggests 
what to do rather than how to do it. 
Tanaka thinks Japan might function bet- 
ter if top ministry officials were political 
appointees rather than bureaucrats picked 
by their status quo-minded peers. The 
idea is a good one, but political "fixer" 
Ichiro Ozawa got there first with the sug- 
gestion in his Blueprint for a New Japan. 

Unfortunately, neither Ozawa nor the 
brains of Tokyo's blue-ribbon universities 
seem to know how to make this happen. 
That is up to the politicians — who are 
probably far too busy planning how to 
win the next general election to have time 
to read mind-stretching books like Japan's 
International Agenda. ш Charles Smith 


Charles Smith is a Review correspondent based 
in Tokyo. 


Altered State 


Rich Nation, Strong Army: National Security 
and the Technological Transformation of 
Japan by Richard J. Samuels. 

Cornell University Press, Ithaca, New York, 
US$35.00, Britain £28.95. 











The advance publicity for Richard 
Samuels' latest tome confronts the scepti- 
cal reviewer with "an exceptionally im- 
portant book, the most significant on Ja- 
pan since Chalmers Johnson's MITI and the 
Japanese Miracle," published in 1982. Such 
praise requires that an original theme be 
ably presented and convincingly proved. 
It should also stimulate debate in the West 
on how the Japanese state functions and 
ask aloud whether there are lessons to be 
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learnt from Tokyo. 

Samuels' story concerns the continui- 
ties in Japanese thought and behaviour 
towards deploying technology to benefit 
the nation. The historical chapters focus 
on the evolution of Japan's arms and 
munitions industries from the desperate 
days of the mid-19th century, when Ja- 
pan had to react rapidly to counter the 
imperialism of the Western gunboats, to 
the realities of the post-Cold War era. The 
title refers to a popular slogan coined as a 
rallying cry for the dual economic and 
military goals of early modern Japan. 

Sandbagged around some eye- 
opening material on the bureau- 
cratic-political-industrial triangle 
that gives shape to that favourite 
bogey, Japan Inc., are more theo- 
retical discussions on what Sam- 
uels terms "techno-nationalism" 
(“nation building through techno- 
logical development" in Japanese 
eyes) and the "protocols" (the 
links and rules) that run Japan's 
economy. 

In the key middle chapters, 
Samuels shows us how 19th-cen- 
tury Meiji governments were 
rightly eager to “catch up” with 
the Western giants that had imposed the 
humiliations of the unequal treaties on a 
technologically, and therefore militarily, 
backward Japan. He shows vividly how 
Meiji oligarchs laboured to close what 
might be termed Japan’s “technological 

ap.” 

à ‘They rightly saw that only when the 
state and its military contractors could 
stand on their own would Tokyo regain 
its autonomy. This meant swallowing na- 
tional pride and taking a crash-course 
from the barbarians, whose ships and 
guns advertised Japan’s technological in- 
feriority. Foreign experts were hired from 
Britain, France and Germany. Imported 
military equipment was stripped down 
and scrutinised in order to design a home- 
based arms industry. By 1900 Japan was 
gaining the skills and confidence to go it 
alone; it no longer had its capital ships 
built abroad. Samuels shows how the pri- 
ority given to advanced technology with 
both civilian and military potential has 
been a vital theme in Japanese history 
from the Meiji era to the present. 

To produce the military hardware, 
bureaucrats and politicians looked first to 
state arsenals, but by the 1930s contracts 
increasingly flowed to private industry, 
which in turn generously contributed to 
the political parties. When industrialists 
raised doubts about projects, the military 
leaders of the 1930s commissioned newer 
firms to do their bidding. Nissan, for ex- 
ample, began life as a manufacturer of 
trucks and equipment in Manchuria. 

Samuels also points out how many of 
the major arms players of the 1930s and 
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19405 were able to reappear by the 19505. 
The American occupation of Japan did lit- 
tle to weaken the power of the industrial 
combines, or zaibatsu. Mitsubishi has been 
the leading corporation in Japan's arms 
sector for the past century. In other cases, 
the names have changed but the busi- 
nesses remain the same. 

Samuels returns frequently to the con- 
tinuities in ideology, institutions and in- 
dividuals that connect the Japan of the 
Pacific War with the present. He ac- 
knowledges that the contemporary Japan- 
ese arms industry is only a shadow of 


The FSX fighter: techno-nationalism debate. 


its predecessor. But he demonstrates that 
there is only one Japanese economy, and 
that acquiring and assimilating advanced 
technology from all quarters is a major 
priority. m Roger Buckley 


Roger Buckley teaches international relations 
at International Christian University in Japan. 





TRAVELLERS 


Grand Gaijin 


The Honorable Visitors by Donald Richie. 
Charles E. Tuttle, Rutland, Vermont and 2-6 Suido 1- 
chome, Bunkyo-ku, Tokyo. US$9.95. ¥980. 





Donald Richie has written an amus- 
ing, quirky book about encounters be- 
tween a dozen foreign travellers, mainly 
of a literary bent, and their Japanese hosts. 
The Honorable Visitors is an affectionate 
narrative of cross-cultural collision as 
viewed primarily by its protagonists. 

They are a varied lot. There’s the gruff, 
cigar-chomping ex-American President 
Ulysses Grant telling his astonished hosts 
“you must keep this” after attending a 
marathon, sleep-inducing performance of 
Noh drama in 1878. A tale about how 
Charlie Chaplin may have been a subsidi- 
ary target of a plot to assassinate the lib- 
eral pre-war prime minister Tsuyoshi 
Inukai. And a drink-sodden William 
Faulkner commenting on the similarities 
of a defeated Japan and his own beloved 
South during a post-war swing through 
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mountainous Nagano. 

Richie pays special tribute to those 
with an attachment to the demi-monde. 
He tells the story of the novelist-gigolo 
Pierre Loti, who came to Japan in 1885 in 
search of immorality. Loti purchased an 
attractive young mistress for US$20, but 
soon grew bored. “What a pity,” he re- 
flected, “this little chrysanthemum can- 
not always be asleep; she is really ex- 
tremely decorative seen in this manner.” 

Fifty years later, Jean Cocteau saw 
something quite different in a geisha, “a 
geisha who is not content to let herself be 
one; who dreams of Hollywood . . . a vic- 
tim of the cinema . . . no longer driven 
mad by the lion of Kagami-jishi, but the 
young maiden unhinged by the Metro- 
Goldwyn-Mayer lion." 

This clash between new and old, East 
and West, tradition and modernity, runs 
through all of Richie's tales. Often, the 
contrasts sit uncomfortably with the sub- 
jects. Henry Adams takes to laughing at 
"playing baby and living in doll-land" 
even as the Japanese army begins its train- 
ing in German tactics and the works of 
Jules Verne appear on Tokyo bookshelves. 
Then there is Aldous Huxley, several 
years later, testily noting: “The traveller 
who enters Japan is rudely surprised 
when he finds himself asked to pay his 
rickshaw coolie a wage which would not 
be despised in Europe." 

Richie most admires those whose writ- 
ings are thoughtful, elegiac but not conde- 
scending. For example, the adventuress 
Isabella Bird, who in 1878 ventured to 
Hokkaido, where she forded a swollen 
stream on the back of an Ainu, whose face 
she describes as "completely beautiful in 
feature and expression, with a lofty, sad, 
far-off, gentle, in- 
tellectual look." 
Her Japanese 
chaperon, Ьу 
contrast, consid- 
ers the Ainu lit- 
tle more than a 
beast. 
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park, says Richie, 
a resident of To- 
kyo since 1947. 
"For some time 
now, I have felt 
that I live in a 
vast museum 
that is being dismantled,” he writes. The 
Honorable Visitors gives the reader a chance 
to see Japan from a variety of viewpoints, 
of differing Western sensibilities, before it 
got that way. ш Jonathan Friedland 
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Jonathan Friedland is a former Review corre- 
spondent. 
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FICTION 


Holy Waters 


The Girl | Left Behind by Shusaku Endo. 


Translated by Mark Williams. 

Peter Owen, 73 Kenway Road, London. £14.99. 
Deep River by Shusaku Endo. Translated by 
Van C. Gessel. 

Peter Owen. £15.95. 


Contemporary Japanese fiction has al- 
ways attracted a great deal of commen- 
tary. Critics and translators perennially 
discuss the Japanese novel's development 
from the confessional watakushi-shosetsu 
(“I-novel”) of the post-war years, 
represented by Kawabata, 
Tanizaki and Mishima, 
towards a more im- 
personal style imbued 
with an increasing his- 
torical and social con- 
sciousness. 

The "philosophical" 
works of the post-Mishima 
generation, represented by 
Abe, Endo and Oe, are in turn 
juxtaposed to the new genera- 
tion of outward-looking, cosmo- 
politan fuikkushon writers, who 
take as their subject matter the 
Americanised, image-dependent 
"cartoon" of modern Japanese life. 
Writers like Haruki Murakami, whose 
work has been described as slices of semi- 
otic sushi gingered with parody, are said 
to be admirers of the American "big city" 
novel. 

The Girl I Left Behind was published in 
Japan 35 years ago, when Shusako Endo 
was in his mid-30s. In any other novelist's 
career, such a work might be considered 
"formative" or "promising." But despite 
Endo's claim that the writing is somewhat 
immature, this novel is a classic. 

Fusing the confessional diaries of his 
student anti-hero Tsutomu with a third- 
person account of life in post-war Tokyo 
— a life of money-grubbing and prostitu- 
tion, business cynicism, petty jealousy and 
exploitation — Endo creates a shabby, ma- 
terialistic world in which the two female 
"poles" of Tsutomu's conscience exert a 
powerful influence. 

At one end is Mitsu, a self-sacrificing 
office girl who Tsutomu manipulates for 
his own aimless satisfaction. At the other 
is Mariko, the magnetic niece of the boss 
in the company where Tsutomu works. 
Mariko offers Tsutomu conventional suc- 
cess and happiness. The problem is that 
meek, suffering Mitsu, who develops 
symptoms of leprosy, will not leave his 
conscience alone. Even when she is deliv- 
ered to a distant leprosarium, where her 
Christian charity (even if she is not a 
Christian) engages the Catholic Sisters' 
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sympathy and leads eventually to her own 
accidental death. 

Deep River is Endo's first novel in six 
years and in many ways his finest. Five 
typical Endo characters converge on the 
holy ghats (steps) of Varanasi on the River 
Ganges, each hoping to find a key to their 
past and to give meaning to their present 
lives. Isobe, grieving over the recent death 
of his wife, desperately seeks evidence of 
her reincarnation in a local village girl. 
Kiguchi, a survivor of the horrors of jun- 
gle warfare in Burma (including canni- 
balism), looks for a Buddhist ritual that 
will bring repose to the souls of his dead 
comrades. Numada, recovering 

from a life-threatening illness, 


HIS MAJOR NOVEL +- 


seeks consolation in Nature. And on the 
shores of the Ganges itself, Otsu, a failed 
Catholic seminarist, ends up carrying the 
bodies of the dead down to the river. Here 
he is sought out by Mitsuko, a disen- 
chanted "modern Japanese woman" who 
in order to spite his God (being godless 
herself), once seduced him. 

Such a powerful cast of characters does 
not disappoint, except for readers who 
may have seen sketches of them in other 
Endo works and are impatient to see them 
develop. Once they are assembled, how- 
ever, there is no denying the force of the 
novel: The Ganges is a river of redemp- 
tion carrying away every- 
one irrespective of their 
identities. 

At the end of The Girl I 
Left Behind Endo writes that 
Mitsu has been reincar- 
nated in the figure of Otsu 
in Deep River. But there are 
figures from the entire 
Endo canon here, each one 
a confessional "case" wo- 
ven into a documentary of 
India at the time of Indira 
Gandhi's assassination. 
This new novel by Shusaku 
Endo transcends easy divi- 
sions of Japanese fiction 
into post-war subjective 
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and modern objective. Endo writes from 
life — and writes triumphantly. 
m David Clive Price 


David Clive Price is a novelist based in Hong 
Kong. 





LIFE & CULTURE 


Outsiders In 


Paper Doors: Japan from Scratch by Angus 
Waycott. 

Andre Deutsch, 105 Great Russell St., London. 
£14.99. 

Following the Brush by John Elder. 
Beacon Press, 25 Beacon St., Boston, MA. 
US$18.00. 

Rising Sons and Daughters: Life Among 
Japan’s New Young by Steven Wardell. 
Plympton Press, 1225 Fair Oaks Parkway, Ann 
Arbor, Michigan. US$22.95. 


The subtitle of the first of these three 
good books about living in Japan means 
beginning from the beginning and using 
only your own resources. And this is what 
these three authors do. 

But starting from scratch in Japan also 
means accepting no brandnames, no giri, 
no jinjo, no jokes about the benjo, no know- 
it-all and no condescension. All opinion 
must be home-grown, and to be seriously 
avoided are what Anthony Thwaite has 
called “the gaijin tablets of the law." 

Angus Waycott is not interested in 
making a model of the country (a spot of 
on here, a tad of amae there), nor in pro- 
viding an alternative structure ("the ver- 
tical society"). He wants, rather, to give 
us a description of ordinary things as they 
are. As when he gets a copy-writing job 
and is expected to approve rewrites of 
his finished work. Things like: “For Spick 
and Clean Kitchen Life Today." 

Gazing at this mutation gasping be- 
fore him, he sees that "on the face of it, 
such slogans showed contempt for the real 
meaning of English . . . but I soon real- 
ised that no contempt was 
involved, nor even igno- 
rance. It was simply that 
the words and phrases so 
appropriated cease to be 
English at all and became 
Japanese-English, which is 
not a subdivision of Eng- 
lish but a subdivision of 
Japanese, exclusively di- 
rected to an uncritical au- 
dience for whom ‘meaning’ 
has little or no impor- 
tance.” 

Entirely missing here is 
the superstructure of the 
nihonjinron ethos which 
would seek to explain, to 
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In the past year, 


weve seen our 





storage business 


grow 30%, our 


PC business grow 10096, and our 
Alpha AXP sales increase 164%. 


Some people think those figures 
already represent a comeback. To us, 
it’s just a beginning. Digital is chang- 
ing from a company famous for com- 
plicated decision-making, to one 
famous for decisiveness. 

At our new Computer Systems 
Division, we're applying the lessons 
learned in our PC operation to our 
core business. The result: a division 
with its own manufacturing, engi- 


neering, sales and marketing—one 


that lets us pay more attention to your 


needs, with systems unequaled in 


their openness and range of choice. 
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THE BEST OF CISC, 
THE BEST OF RISC 


That choice begins with two equally 
supported platforms—Intel'" CISC 
for very high volume and high perfor- 
mance PC clients and servers, and our 
64-bit Alpha AXP'" RISC for 
absolutely blinding performance in 
workstations and servers. And we 
offer the only products you can con- 
vert from CISC to RISC. 

Now the industry is finally begin- 
ning work on 64-bit RISC, and we're 
happy to see this endorsement of 
Alpha AXP. But HP and Intel say it'll 
take a few years. We have 64-bit 


RISC now. With 6,000 applications. 


IXP LinkWorks, PATHWORKS 


mil ¢ )pi n VMS are trademarks of Digital Eau рте! 








OUR SYSTEM: MANY SYSTEMS 
Fact is, Digital is a multiple operating 
system company because that's what 
most of you are. In DEC OSF/1; 
we have the most standards-compliant, 
highest quality UNIX" in the industry. 
It gives you outstanding high availabil- 
ity features through clustering and the 
fastest recoverability of any UNIX on 
the market. And ours is the only com- 
mercial 64-bit UNIX system, which 
experts say will keep us the price/ 
performance leader for years. 

We offer OpenVMS"" because 
millions need it, as it provides the best 


clustering capabilities on the market 


Corporation. UNIX is a registered trademark of UNIX Syster 


ər high-security, high-throughput, 
usiness-critical work. We plan to 
apport it, invest in it, keep customers 
illy operational with it, and intro- 
uce it to new customers as well. 
What's more, Digital has part- 
iered with Microsoft" to bring you 


he Windows" operating environ- 
nent, Windows NT" Workstation 
nd Server. 

All these system options give you 
me very important thing. Choice 
vithout compromise. 

OUR SOFTWARE: TRULY OPEN 
Jur openness even extends to software. 
)ne excellent example 15 our PATH- 
VORKS"" application, which lets 
‘ou connect with anybody on virtu- 


lly any network operating system, no 


matter what client you're on. And our 
LinkWorks'" software lets you share 

and edit work regardless of application, 
on most any network operating system. 


OUR STRATEGY: 
YOU CALL THE SHOTS 


This multiple platform/multiple oper- 
ating system strategy means we never 
have to force a migration on you. You 
choose whats best now and we support 
it. You decide when, where, or if you 
want to migrate and we provide what 
vou need. Simple. 


THE MOST ADVANCED 
TECHNOLOGY 


Nothing proves this better than our 
pioneering 64-bit RISC architecture. 
Where else in this industry are so many 


competitors so far behind a single leader? 


But dont worry, 


were planning a 





comeback. 
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Right now, our Alpha AXP clients 
and servers offer the highest pertor- 
mance and the best price/perfor- 
mance you can buy. 


THE EASIEST 
TO DO BUSINESS WITH 


One thing that definitely isn't chang- 
ing 1s our world-class service and 
support. To be even more responsive, 
were dramatically expanding our 
relationships with resellers, VAR апа 
System Integrators. Of course, if you 
need a direct relationship, we're here, 
with our partners, delivering the 
products. Our goal is to be the easi- 
est company to do business with. 
With the products and support that 
will keep you competitive into the 
21st century. 


Just like us. 
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encapsulate and to moralise upon. The 
author is not interested in this form of 
editorialisation. Rather, he is interested in 
rendering, 

Following the Brush, John Elder's title, 
is a translation of zuihitsu, the term used 
for the informal essay. Here, however, it 
is used in its literal sense as well. The 
author, a professor of English at Middle- 
bury College, came to Japan to learn cal- 
ligraphy, or shodo, and in following the 
brush he learned much more about the 
country and its culture. 

Like Waycott, he shows what he has 
found. For example: “Without living in 
this insular and highly homogeneous 
country it is difficult for us individual- 
ists-on-principle to grasp how deeply 
gratifying it can be to identify with and 
participate in one's own cohort." 

He too refuses the common cant, and 
will not dismiss Japan as it is in favour of 
some agreed-upon structural model. He 
also looks at both sides of his subject mat- 
ter. For example, the insistence (on many 
levels) of precise repetition. “This,” he 
finds, “is not the rote of flashcards, but a 
process of repetition more akin to sacra- 
mental ritual." 

Also, aware of the insularity of many 
Japanese people, per- 
haps particularly in 
Kyoto, where he was liv- 
ing, he compares this to 
a similar American pro- 
vinciality — his local 
Vermont paper's an- 
nouncement of the death 
of a longtime resident 
who had spent all of her 
life in the place but had 
not been born there: 
"New York Woman Dies 
at 93." 

We have thus come a 
long way from such 
stern, illustrated lectures 
as John David Morley's 
1985 Pictures from the Wa- 
ter Trade, not to mention Jay McInerney's 
karate-kid indulgence, Ransom, and the 
excellent childish adventures (Look, Ma, 
no hands) of Bicycle Days. And these books 
are in any event more about their writers 
than about their subject, since Japan is 
used as a contrasting backdrop to render 
in full detail the probity or the lovability 
of the author. 

John Elder, on the other hand, wants 
to see the country as he finds it, and 
refuses to treat the inhabitants as aliens. 
Since he has no vested interest in proving 
anything, he is free to describe. As when, 
for example, he finds that the local go club 
is not at first happy to welcome a for- 
eigner, and then realises that the real prob- 
lem is "the fact that I was simply not a 
very good player by Japanese standards." 
This is a major insight. It cuts through the 


Forward by 
Папи Matsukara Reisctaucr, 
Sunni and Sie 
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“To know tbe Japan of tomorrow, read this book today? 
Former Ambassador Mike Mansfield 


RISING 
SONS AND 
DAUGHTERS 


Life Among Japan's 
=~ New Young 





cant, strangles self-pity and fills in the per- 
ceived abyss between “them” and us. 

Steven Wardell’s adolescent title (Ris- 
ing Sons — get it?) indicates that his is a 
bright, wide-eyed view of the new Japan- 
ese young and an account of how one 
young American finds that clashing cul- 
tures really don't. 

A 17-year-old high school student 
when he first travelled to Japan, Wardell 
stayed with a Japanese family and de- 
voted himself to them, his new school 
and his diary. Nightly he wrote in his 
journal what had happened during the 
day, and this in large part is the book he 
eventually published. In it he notices 
similarities and differences as he found 
them. 

In this he was much aided by the fact 
that he had no theories about Japan and 
had read none of the authorities on the 
country. Since he was ignorant of re- 
ceived opinion he was free to account for 
things. 

Some of the conclusions are startling: 
“Тарап drives on the left for a reason that 
goes back to the days when samurai 
roamed the island. They wore their long 
swords on the left hip . . . [these] would 
knock together if two samurai passed each 
other on the right. If they 
strode past each other 
with the swords on their 
mutual outsides, they 
didn't have a problem." 

Still, one of the 
strengths of this book is 
that the references are all 
from the perspective of 
a 17-year-old. This occa- 
sionally makes the ac- 
count read like a what- 
I-did-on-my-summer- 
vacation essay, but on 
the other hand, it is in 
these very qualities that 
freshness and innocence 
lie. And these qualities 
give the book its vera- 
city. Uninterested in theory, a stranger to 
hypothesis, innocent of any rationale, 
Wardell modestly presents what was 
there. 

He consequently introduces us to а 
people much like himself. A "monolithic" 
society does not make for monolithic in- 
dividuals. As he writes: "One thing I no- 
ticed time and again is that there seemed 
to be less of a culture gap between ‘them’ 
and me than between 'them' and their 
elders." 

Starting from scratch, these three books 
offer a rare and satisfying picture of Ja- 
pan — things are drawn as they are, and 
people are not sacrificed to pattern. 

ш Donald Richie 


STEVEN WARDELL 


Donald Richie is a writer who has lived in Ja- 
pan since 1947. 
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Pachinko hall in Tokyo. 


POP 


Singing Dolls 


The Electric Geisha: Exploring Japan's 
Popular Culture edited by Atsushi Ueda, 
translated by Miriam Eguchi. 

Kodansha International, 114 Fifth Ave., New York, 
NY. US$22.00. 


CULTURE 














Give a Japanese salaryman a mike and 
a karaoke machine, so the cliché goes, and 
out pops a secret Elvis Presley. But why 
did this particular penchant for exhi- 
bitionalism start in Japan? Kunihiro 
Narumi of Osaka University has a theory: 
karaoke has its roots in geisha parties of 
long ago where geisha, despite their many 
talents, were there to draw out their 
guests’ talents and ensure everyone had 
a good time. Since a karaoke machine per- 
forms a similar role, Narumi has dubbed 
it an electric geisha. 


Old Pros 


Nightwork: Sexuality, Pleasure, and 
Corporate Masculinity in a Tokyo 
Hostess Club by Anne Allison. 
University of Chicago Press, Chicago and 
London. US$42.50. £29.50. 


In ritual-oriented Japan, even a trip to 
a bar is an intensely ritualised experi- 
ence; an extension of office culture, 
rather than a break from it for the 
hordes of stressed-out sararimen. 

In Nightwork, Anne Allison, who 
teaches cultural anthropology at Duke 
University, sets out to illuminate the 
workings of this world with its intri- 
cate rules. Do not expect titillation; the 
purpose of Tokyo hostess clubs isn’t 
pleasure. Instead, the clubs foster male 
bonding, at a price. According to 
Allison’s calculations, companies 
spend as much as US$6,000 a year on 
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-o This theory stretches things a bit since 
.. not just salarymen and certainly not just 
> Japanese have fallen for karaoke. Never- 
- theless, Narumi’s musings on vestiges of 
` the past in karaoke led to the catchy title 
of this collection of 25 essays mostly by 
Japanese academics. Like Narumi, the 
authors, covering subjects from bath- 
houses to land prices to manga comic 
books, have their eye on tracing the roots 
of various aspects of urban popular cul- 
ture in Japan. 

Despite much that is prosaic, this col- 
lection is noteworthy for two reasons. 
First, The Electric Geisha is one of those 
unfortunately still rare commodities: a 
book originally published in Japanese and 
then translated into English, in this case 
 ably by Miriam Eguchi. And second, it 
- provides s a window on how one group of 
. Japanese intellectuals, by looking at popu- 
; lar culture, attempts to offer a revisionist 
. view of the influences at work creating 
modern Japan. 

Takao Yoshii, who teaches Japanese 
history in Kyoto, spells out the content 
of this revisionism in his essay, "The 
Origins of Japanese Mass Media." His 
target is the usual emphasis placed on 
the Meiji period (1868-1911) as the time 
when Japan, ending its long isolation, 
threw itself into rapid-fire and Western- 
influenced modernisation. For Yoshii, 
"the modernisation of Japan did not take 
place in isolated stages. It has evolved 
continuously from the Edo through the 
Meiji periods, and on to the present 
day." 

In Edo times, for instance, vendors 
renowned for singing popular songs 
walked the city selling kawara-ban, a one- 
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page news sheet with pictures and text 
printed by woodblock. Kawara-ban were 
filled with stories of lovers' suicides and 
fires and, towards the end of the Edo pe- 
riod, the arrival of Commodore Perry's 
"Black Ships." Yoshii claims these early 
newspapers, by testing the limits of what 
they could print and by gaining a mass 
audience, were prototypes for the infor- 
mation society. 

Seeking elsewhere, Gunter Nitschke 
finds what he calls "The Manga City." 
"Leafing through the pages of a manga is 
very much like going downtown," writes 
Nitschke, director of an architecture and 
urbanism institute in Kyoto. Japanese cit- 
ies, according to Nitschke, are competi- 
tive, efficient, under constant reconstruc- 
tion and exhibit the same creative energy 
as manga. 

Yoshii and Nitschke's contributions 
are the highlights of a volume that winds 
up being more interesting in conception 
than execution. For beyond staking a 
claim that cities came to Japan earlier 
than in most 
places and that 
urban popular 
culture rests 
more on con- 
tinuity than is 
usually assum- 
ed, The Electric 
Geisha is long on 
the recitation of 
facts and short 
on their signifi- 
cance. 

m Margaret Scott 


Margaret Scott is a writer based in Tokyo. 
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The polite way of saying 'No' and 'Me.' 
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CUSTOMS 


How to Bow 
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Japanese Etiquette Today: A Guide to : 
Business and Social Customs by James M. 
Vardaman ]r. and Michiko Sasaki 
Vardaman. 

Charles E. Tuttle, Rutland, Vermont, and 2-6 Suido 
1-chome, Bunkyo-ku, Tokyo. US$7.95. 





During my first days in Tokyo, some 
Japanese friends took me to a restaurant 
where we exchanged our street shoes for 
a pair of soft indoor slippers. Going to 


the toilet required another change of foot- . * 


wear, this time into some stiff plastic slip- 
pers. Emerging, I forgot to change again, 
inadvertently wearing the plastic pair 
back to the table. The result was embar- 
rassed laughter from my hosts, and Les- - 
son One in Japanese etiquette. 

Other lessons soon followed. Newly. 
arrived foreigners are forever breaching 
some point of 
Japan's intricate 


in advance can 
save a lot of em- 
barrassment. 
James and Mich- 
iko Sasaki Var- 
daman provide 
advice aplenty 
in Japanese Eti- 
quette Today, a 
guide to the 
sometimes baffling maze of Japanese sen- 
sibilities. For starters, they acknowledge 
that even Japanese are not always models 
of civility. But that shouldn't stop new- 
comers from learning the basics. 

The finer points of bowing, for in- 
stance. To the Japanese, the degree of re- 
spect depends on the situation. An infor- 
mal bow (of about 15 degrees) is appro- 
priate for casual occasions. A more for- 
mal bow (about 30 degrees) is reserved, 
say, for one's superiors. Most formal is a 
45-degree bow, hands on the thighs. 

Outsiders often see in Japanese eti- 
quette a certain stiffness, even hypocrisy 
or duplicity, and many resent what they 
consider excessive shows of deference. A 
better word might be civility, something 
often missing in the West — as well as in 
such self-righteously rude societies as 
Hong Kong. Mastering Japanese manners 
takes time and experience, but the authors, 
an American-born translator and a Japan- 
ese teacher of English, provide a few key 
words that help one to get started on the 
right foot: "self-restraint," "humility" and 
“formality.” ип Chris Gay 
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Chris Gay, an assistant editor at the Review in 
Hong Kong, lived in Tokyo for two years. 
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code of etiquette, a 
but a few tips — 
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ART 
Sumo and the Woodblock Print Masters 
by Lawrence Bickford. 
Kodansha International, 1-17-14 Otowa, Bunkyo-ku, 
Tokyo. Y5,800. 








The spring tournament of 1778 was a 
turning point in the history of sumo. A 
mighty wrestler called Tanikaze em- 
barked on an unprecedented winning 
streak that was to last for four years and 
63 bouts. By the time Tanikaze met his 
, match in Onogawa, the public was 
hooked, and sumo assumed its lasting role 
as the national sport of Japan. 

It was at this time that the sumo 
woodblock print, or ukiyo-e, developed as 
a separate genre. Like the popular kabuki- 
actor prints of the time, sumo prints were 
made for adoring fans rather than art afi- 
cionados — the 18th-century equivalent 
of baseball cards, if you like. In fact, Japan- 
ese connoisseurs did not think highly of 
ukivo-e, preferring the austere traditional 
artistic manner. 

The depiction of sumo wrestlers pre- 
sented new problems for the print mas- 
ters. Until then, their main subjects had 
been courtesans and actors, frozen in poses 
behind elaborate costumes and heavy 
make-up. The artistic training of the mas- 
ters had scarcely equipped them to recre- 
ate the Hogarthian crowd scenes of the 
sumo stadiums and the muscular, semi- 
naked bodies of wrestlers locked in battle. 
Additional constraints on style were com- 
mercial. To attract the widest market, like- 





2 Secrets of Japanese Astrology — — The 
-.. Science of Kigaku by Takeo Mori and 
— Dragan Milenkovic. 
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Sumo print: bending the rules of art. 


nesses had to be faithful, the faces of both 
wrestlers visible, and no one wrestler could 
be shown in a winning position. 

These constraints produced some pe- 
culiar early results — necks at impossible 
angles, odd proportions, kabuki-like faces. 
However, at their best, sumo prints show 
an artistic individuality lacking in the 
courtesan or kabuki-actor works. 

Lawrence Bickford traces the chrono- 
logical development of the sumo print 
from the early supremacy of the Katsu- 
kawa School, through the succession of 
the Utagawa School in the 1820s, to its 
decline in the late 19th century. To illus- 
trate the point, he draws on some 60 beau- 
tifully reproduced colour prints and over 
100 black-and-white plates, many from his 
own collection. 


The Katsukawa masters, Shunsho, 
Shunko and Shunei, get most credit for 
developing the sumo print as an art form. 
Shunsho in particular solved many of the 
spatial problems involved in depicting the 
enormous wrestlers, and his forms were 
copied for decades to come. 

However, it is Kunisada who leaves 
the richest legacy. His fine colouration, 
bold use of lines and space, and intimate 
portrayals of the wrestler outside the ring 
raised the form to its zenith and are a 
precious record of the early days of the 
sport. 

Ву the time the French Impressionists 
had become intrigued by ukiyo-e a 
sumo print lurks in the background of 
Manet's 1868 portrait of Emile Zola — the 
form was in decline. The Japanese print- 
ing industry adopted Western technology 
early, and its use of new, gaudy alkaline 
dyes coincided with a loss of artistic vig- 
our. The introduction of photography and 

newspapers sealed the fate of ukiyo-e. 

This study fills an important gap in the 
English-language literature on ukiyo-e. 
Bickford has a deep knowledge and love 
of his subject, and writes as fluently on 
the artistic development of the sumo print 
as on the history of sumo and Edo Japan. 
The discussion of the battle between 
Kunisada and Toyoshige for the right to 
succeed to the coveted Toyokuni name is 
both revisionist and persuasive. Without 
side-stepping important technical points, 
the book never falls into the plodding style 
of a scholarly dissertation. 

ш Gabrielle Russel 





Gabrielle Russel is a writer based in Tokyo 
and a sumo fan. 
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It is easy to view kigaku as 
little more meaningful than 
membership in the flat-earth 
society. But it is a mistake to 
underestimate the influence of 

. Kigaku and other astrological 
systems in Japan. In a society 
marked by an incalculable 
‘number of social taboos and. 
` rituals, one can easily under- 
:stand the allure of a belief. sys 
~ tem which me ets і 
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MINORITIES 


The Old Ways 


Our Land Was a Forest: An Ainu Memoir 
by Kayano Shigeru. 

Westview, 5500 Central Ave., Boulder, Colorado. 
US$39.95. 











Our Land Was a Forest is a moving per- 
sonal account of the vanishing culture of 
the Ainu, the native inhabitants of 
Hokkaido. The author, Kayano Shigeru, 
has spent the past 30 years working to 
preserve and revive Ainu language and 
culture. 

Kayano takes us into the world of the 
Ainu people. He writes of the joys and 
pains of growing up in the Nibutani Valley 
in Hokkaido, his homeland, which was 
“invaded” by the Japanese people. The 
pride he takes in his Ainu identity con- 
trasts sharply with his attempts as a young 
man to blend into Japanese society. 

Kayano's narrative provides a glimpse 
of what life in his village might have been 
like, had the incursion of “mainlanders” 
from the Meiji period (1868-1912) onwards 
not taken place. As Kayano grows up, his 
father imbues in him respect and religious 
reverence for the world of nature. Yet he 
learns that mainlanders do not share the 
same world view. 

Kayano explains how certain aborigine 
protection acts restricted hunting and 
forced the Ainu to be farmers on "pro- 
vided" land. In the meantime, the once- 
rich forest of Nibutani was gradually de- 
pleted. Kayano writes: "I have no knowl- 
edge of the usual methods by which 
strong countries invade weaker ones. 
There is no denying, however, that the 
people belonging to the ‘Japanese nation’ 
ignored the rights of the Ainu." 

Kayano argues against those who refer 
to the Ainu as aborigines: "We are no 
‘former aborigines.’ We were a nation who 
lived in Hokkaido, on the national land 
called Ainu Moisir, which means 'a peace- 
ful land for humans.’ The ‘Japanese peo- 
ple' who belonged to the 'nation of Ja- 
pan' invaded our national 
land." 

In the 1950s, Kayano 
began his lifelong work of 
attempting to preserve 
Ainu artifacts. "Our land, 


invaded, our language 
stripped, our ancestral re- 
mains robbed, the blood of 
living Ainu taken, and 
even our few remaining 
utensils carried away. At 
this rate, what would hap- 
pen to Ainu culture? From 
that moment on, I vowed 
to take them back." 
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Our Land 
Was a Forest 
the Ainu Moisir, had been An Ainu Memoir 
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Kayano Shigeru 





Kayano bought numerous folk crafts 
and with his wife’s help, reproduced 
those he could not obtain. In 1972, this 
vast collection became the Nibutani Mu- 
seum of Ainu Cultural Resources, and 
later the Biratori Township Nibutani 
Ainu Cultural Museum. 

He has recently been given a seat in 
the Diet, and as the first ethnic repre- 
sentative there perceives his mission as 
one of disabusing Japanese of the notion 
that their society is homogeneous. 

m Ella Tennant 


Ella Tennant studies sociology at the Univer- 
sity of Hong Kong. 





INDUSTRY 





Industrial might for Japan, lessons for Asia. 


Growing Down 


Planning for Change: Industrial Policy and 
Japanese Economic Development 1945- 
1990 by James Vestal. 

Oxford University Press, Oxford, U.K. £30. 











Interest in Japan’s industrial policy 
has two roots: Finding the market a dif- 
ficult place to live in, policymakers in de- 
veloping countries look for ways to miti- 
gate, and to steer themselves through, 
the harshness of market forces; on the 
other hand, there are suspicions in the 
United States and Europe that Japan 
plays the game of interna- 
tional commerce unfairly. 
Common to both is the 
perception that the Japa- 
nese Government teams 
up with the business com- 
munity to stake out a 
dominant trading position 
in the global market. To 
what extent is this percep- 
tion supported by facts 
and data? And what are 
the lessons of the Japanese 
experience? In this exten- 
sively researched book, 
James Vestal tries to give 
“informed answers” to 
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these questions. 

First, the broad aim of industrial policy 
underwent substantial changes over the 
years, and the government exercised a 
strong hand in allocating real resources 
and funds only in the early post-war pe- 
riod. Guidance became more indirect after 
that, and although tax breaks and tariffs 
were used for quite some time, pro- 
growth measures for individual industries 
were gradually dismantled. Policies 
turned out to be no more than means of 
protecting infant industries. It can be ques- 
tioned whether they were dismantled fast 
enough, or whether they might have re- 
mained intact without foreign pressure, 
but Vestal is right in saying that “Japan 
no longer implements a ‘Japan-style’ in- 
dustrial policy.” 

Second, pro-growth policy al- 
ways contained elements of com- 
petition, at least in the medium 
term. The government might 
have helped industries start up, 
but fierce competition among ri- 
val firms was the driving force of 
growth thereafter. Vestal thinks 
this is a significant factor in why 
government intervention did not 
stifle growth, and an important 
lesson for developing economies. 

Third, there was a set of “anti- 
growth” measures which sup- 
ported inefficient firms. This was 
particularly true in the distribu- 
tion sector, where the activities 
of large chain-stores have been severely 
restrained. While this made sense in the 
immediate post-war period, and outlived 
its usefulness, big business could do little 
about it. Hence the author's statement: 
"Industrial policy was not driven by one 
comprehensive world-view." 

Vestal can be questioned on a number 
of points. The government's role in pro- 
viding an economic blueprint is over-em- 
phasised — witness the gross overachieve- 
ment of the steel industry in the 1960s, 
for example — and the assertion that un- 
ions heeded the prime minister's request 
for wage moderation in 1975 is too sim- 
plistic. That accelerated tax write-offs en- 
hanced savings is incorrect: They stimu- 
lated investment but only shifted part of 
aggregate savings from the government 
to firms. 

Also, it is questionable whether the 
perceived need to protect and promote 
Japanese industry has its roots in Marxist 
thought, and that Marxism was popular 
in Japan because "it rationalised the deep- 
rooted feelings of inferiority." 

Japan's industrial policy has been de- 
bated with too much passion and too little 
data, and this book is a conscientious 
effort to rectify the situation. 

п Kengo Inoue 
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Kengo Inoue is an economist based іп Tokyo. 
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It wasn't ready, but Pakistan privatised its telecoms utility 
anyway. Two rough-and-tumble equity issues raised US$1 
billion — and lots of questions about future sales. 


By Ahmed Rashid in Islamabad 











rime Minister Benazir Bhutto can't 

seem to win. First, her critics com- 

plained she was moving too slowly 
on the promised privatisation of Pakistan's 
state-owned utilities. Now, after the oppor- 
tunistic sale of a large chunk of Pakistan 
Telecommunication Corp. (РТС), they say 
she acted too quickly, selling part of a na- 
tional asset at flea-market prices. 

They're at least half right. Bhutto indeed 
jumped at the chance to flog shares over- 
seas after a domestic sale failed to satisfy 
foreign demand. But complaints seem nig- 
gardly: the two offers, totalling 1296 of PTC, 
raised US$1 billion that will help fill the 
coffers of Pakistan's cash-strapped govern- 
ment. 

Moreover, the international placement, 
which raised US$900 million of that 
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amount, was the largest-ever equity offer 
in Asia outside Japan. At a stroke, it valued 
PTC at a market capitalisation of US$9 bil- 
lion — three quarters the size of the entire 
Karachi stockmarket — and made it nomi- 
nally South Asia's largest company. 

Sadly for the government's credibility, 
however, the way the sale took place often 
looked closer to farce than a serious exer- 
cise in international finance. What PTC's 
new investors bought were vouchers — 
fungible eventually for shares — in a 
grossly inefficient company of uncertain 
worth. Shareholders have little more than 
a promise from the government that PTC 
will be listed on the Karachi Stock Ex- 
change (KSE) within two years. Besides 
temporarily unsettling the stockmarket, the 
exercise has some foreign investors wor- 
ried — not only about the next steps in 
PTC's privatisation, but also about future 
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Why Wait? 


sales of other Pakistani utilities. 

"What happens when even bigger and 
more diffuse utilities like the Water and 
Power Development Authority are priva- 
tised?" asks one foreign banker. 

And yet growth projections for PTC look 
so promising that investors apparently are 
prepared to overlook these shortcomings, 
for now at least. Pakistan's tally of tele- 
phone lines per person is one of the lowest 
in Asia, leaving PTC plenty of room for ex- 
pansion. Turning vice into virtue, the com- 
pany's boosters argue that its inefficiencies 
simply mean there is more room for profits 
to rise when PTC improves its operations. 

Whether the sale represents a killing for 
investors, a coup for the government, or 
both, remains to be seen. Calculation of 
PTC's prospects is complicated by the fact 
that no one seems to know the company's 
value — not even the government. Indeed, 
just days before the first of the two offers, 
Islamabad halved its own estimate of PTC's 
worth to US$5 billion. Officials judged the 
lower valuation would make the upcom- 
ing offer more attractive. 
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PTC’s most recent audit covers 
only the period to June 30, 1992. It 
shows that the company's net in- 
come doubled to Rs 11 billion 
(US$370 million) over the two fiscal 
years ending on that date. With 
gross profit margins in excess of 80% 
— among the highest in the world 
— despite a relatively inefficient 
workforce, many international in- 
vestors see PTC as a likely winner. 

Jardine Fleming International, 
part of the underwriting consortium 
for the overseas offer, expects PTC's 
net income to more than double 
again, to Rs 28.8 billion, by next June. 
It also forecasts that the utility's 
share price will rise 30% in each of 
the next two years. Given such rosy 
predictions, the Rs 5,500 (US$177) in- 
vestors paid in mid-September for 
the PTC vouchers — each worth 100 
shares — is generally considered cheap. 

"You are certainly taking on a lot of risk, 
but it's a very reasonable level of risk con- 
sidering the potential" says Charles 
Lunsford, a fund manager at Regent Fund 
Management in Hong Kong. "If the his- 
torical results [of PTC] are roughly accurate, 
the stock will double in 12 to 18 months." 

Nonetheless, there are a few problems. 
PTC's results have only been audited to in- 
ternational standards once — the recent 
examination of the fiscal year that ended 
more than two years ago. The utility has 
never produced a balance sheet, so inves- 
tors can only guess what its assets and li- 
abilities are. 

“The balance sheet could be a minefield, 
but the return potential based on compara- 
ble valuations looks extremely attractive," 
says Lunsford. He notes that future inves- 
tors in Pakistan will have to 
consider the stock, simply 
because once it is listed it 
will be the largest stock on 
the Karachi exchange. (The 
vouchers will trade over- 
the-counter until the as-yet 
unspecified listing; most in- 
ternational firms already. 
consider it part of the Paki- 
stani market, even though it 
isn't yet formally quoted.) 

International investors 
evidently agree with this 
positive analysis. In the ex- 
clusively overseas sale of 
vouchers, held in mid-Sep- 
tember, they pushed the 
price of vouchers to nearly 
double the level at which 
locals bought the initial 
tranche a month earlier. So 
the government, too, is 
ecstatic. 

“It’s the largest-ever 
placement of equity from 
South Asia, very open and 
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completely transparent, so criticism is un- 
justified," says Shahid Hassan Khan, spe- 
cial adviser to Bhutto on economic policy. 
"The international reaction has been phe- 
nomenal, considering that every country in 
the region is trying to attract investors. Our 
policy aim is to open up the infrastructure 
to the private sector, and this is the start." 


ut what's unnerving to some ana- 
R lysts is the unwillingness — or in- 

ability — of the government to stick 
to the privatisation plan it laid out in Feb- 
ruary. Most importantly, Islamabad had 
promised to ascertain PTC's worth before 
any shares were sold. But the process was 
delayed. “Valuing PTC is very difficult,” 
says Khan. "A balance sheet on the struc- 
ture had never been done in the corporate 


style. We also intentionally wanted to keep 






Consulting contract given to Khadim Ali Shah Bukhari (KASB); 
Union Bank of Switzerland (UBS) appointed lead manager 


ale completed, US$100 million raised; offering subscribed 
seven times over 


j Outrage at Karachi Stock Exchange over low share price — 


Revised offering opens in London at Rs 45 a share 
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the share price low” to encourage... 
first-time investors. | 

As the pressure for privatisation. 
mounted, the government opted t 
proceed without an up-to-dat 
audit. This also prompted the шы 
usual method of sale. “We decided 
about the vouchers because we: 
wanted to initiate the government's. 
privatisation process," says Syed 
Naveed Qamar, chairman of the. 
government's Privatisation Com 
mission. “PTC is the flagship of our: 
privatisation policy.” : 

The procedures that Qamar pre- 
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regulatory bodies to be in place be- 
fore shares in utilities were sold. 
None yet exists, although a presi > 
dential ruling on July 13 authorised 
the creation of two regulators, the 
Pakistan Telecommunications Au- 
thority and a Frequency Board. The same. 
ruling also declared that РТС would be di- . 
vided into two bodies — the National Tel- .. 
ecommunication Corp., which would pro- 


vide services to the armed forces and the | 
federal government, and PTC Ltd., or PTER 


That, too, hasn't happened. És 
Furthermore, the government said stra- 
tegic investors would be named to manage 
utilities before their shares were sold to the 
public. In the case of PTC, that would mean 
selling a major equity stake to an interna- 
tional operator and giving it a significant 
say in running the company. To date, the 
government has no such investors in mind 
to oversee PTC, though Qamar promises 
that a foreign partner will be in place by 

January 1996. 

Pakistani officials maintain that if they 
had waited for all the legal requirements to 
be in place, privatisation of 
PTC would have been de- 
layed by a year. "The prime 
minister was keen to inno- 
vate this scheme as both an 
exercise and a means to raise 
resources," says one of 
Bhutto's aides. 

And so she did. One mil- 
lion vouchers, priced at Rs 
3,000 each, went on sale on 
August 15. The offer — 
open to both domestic and 
Overseas investors — in- 
cluded an option for hold- 
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Rs 3,840 each if PTCL isn’t... 
listed by August 17, 1996. 
Investors leaped at the is- 
sue: It was subscribed seven : 
times over, with hopeful: 
subscribers plunking down 
more than Rs 19 billion. 


shares; foreign investors : 















sented in February also called for 


ers to sell their vouchers E 
back to the government for © 





"Pakistan [nationals] took е. 
up Rs 2.7 billion of the = 














INDI 


The eyes of the world see many 
Indias. India the traditional. India the 
beautiful. India the large. Each of these 
signifies boundless promise. But today, 
international focus is shifting. To the 
one facet of India which has so far 
eluded the spotlight. India’s enormous 
economic potential. 

Seen in this new light, the world’s 
biggest democracy takes on a new 
meaning. New forces are stirring, in the 
wake of sweeping economic reforms. 
Propelling India into the forefront of 
the Asia-Pacific region, growth arena 
of the world. 


Equipped for the world. 
India has many factors that help 
make it one of the world’s most 


exciting markets. The sheer size of the 
market is an obvious attraction, 
coupled as it is with aggregate 
purchasing power that is the 5th largest 
in the world. 

The infrastructure for doing business 
Is firmly rooted in India. It has all the 
skills, systems, and processes associated 
with a Western-style market. Extensive 
distribution and trade channels. 
А comprehensive network of airlines, 
railways, roadways, waterways, courier 
networks, postal and telecom systems. 


Sustaining and monitoring the 
market forces is a comprehensive and 
professional accounting system, backed 
by a legal system that protects the 
security of long term investments. 





Professional India. 

Skilled managerial and technical 
manpower make it possible (as the 
companies leading the flood of foreign 
investment have discovered) to run an 
operation completely with Indians, 
whose professional competence is 
recognised the world over. 

These are just some of the 
advantages which India holds for the 
foreign investor. Coupled with ease 
of entry and friendly policy 
implementation, they should give you 
plenty of reason to find out more, and 
embark on a rediscovery. Of the 
opportunity that is India. 

For more information, call the 
nearest Indian Embassy or Consulate. 
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subscribed Rs 16.5 billion,” says Shameem 
Ahmed, head of the Corporate Law Au- 
thority. “It was better than we ever ex- 
pected, with 6 million applicants.” 

The snag,. however, was that because 
Pakistanis had first call on the shares, only 
Rs 300 million of foreign bids could be met. 
That meant nearly 90% of the foreign in- 
vestment interest remained unsatisfied. 

Moreover, the government had to de- 
cide what to do with the money put up by 
foreigners who hadn't received the shares 
they wanted. It had two choices: give it 
back by September 13, or sell more of PTC 
to soak up the excess. 

Bhutto opted to satisfy the foreign in- 
vestors. “There was a difference of opinion 
in the cabinet, with most senior finance 
bureaucrats wanting to forgo the second 
placement and return the money,” re- 
counts a senior bureaucrat. “But the prime 
minister took the decision to go ahead.” 

That's when the confusion began. On 
September 2, the government offered a sec- 
ond tranche — this time of 5 million 
vouchers, or roughly 10% of PTC — to be 
placed overseas. The price, again, was Rs 
3,000 per voucher, even though the price 
of the first tranche had already doubled in 
kerb-market, or unofficial, trading in Kara- 
chi. 

This second placement sent the KSE into 
a near panic. The price of PTC shares in 
Karachi went tottering back down to their 
face value of Rs 30. "We really feared for 
the stability of the KSE,” says a Karachi 
stock broker, referring to the gyrations in 
the share price. 

The government was in a quandary. It 
was already facing a backlash from the ex- 
change, whose president, Yaseen Lakhani, 
had accused it of selling the first lot of 
shares too cheaply. Bhutto's political oppo- 
nents, likewise, were on the rampage. The 
opposition Muslim League was lambast- 
ing the government for "selling the most 
precious national asset at throw-away 
prices to certain favoured foreign parties.” 
There was even criticism from independ- 
ent sources. “The largest and most profit- 
able utility in the country has been grossly 
undervalued,” economist Farrukh Saleem 
wrote in the local press. If the offer became 
a benchmark for future utility privati- 
sations, he declared, “the people of Paki- 
stan stand to be shortchanged.” 

In the teeth of this outcry, the govern- 
ment on September 5 withdrew the place- 
ment and dumped its original underwrit- 
ers, Khadim Ali Shah Bukhari (KASB), 
which advised the Privatisation Commis- 
sion, and Union Bank of Switzerland. But 
it was not about to give up. 

It hastily looked for new underwriters 
and settled on a team headed by the Mus- 
lim Commercial Bank (MCB) and Jardine 
Fleming. “We rang up all the banks and 
MCB came up with Rs 45 a share, worth 
US$750 million, so naturally we accepted,” 






explains a senior official involved in the 
placement. “Any additional sum raised by 
the offering would also come to the gov- 
ernment.” 

Late on the afternoon of September 15, 
after three days of bidding, the deal closed 
in London at a price of Rs 5,500 a voucher, 
raising Rs 27.5 billion. Exulted a director of 
BMA Capital Management, which advised 
MCB: “It’s been hugely successful, with two 
aims — transparency and maximising re- 
turns to the government.” 

Indeed, confidence quickly returned to 
the KSE. In kerb trading, the share price of 
the first tranche shot back to Rs 60. 

Despite the wild ride, the sale suc- 
ceeded in raising much-needed revenue for 
the government. “The PTC offering was 


needed to increase the base of investors, 
bring depth into the [stock] market and in- 
troduce shareholding to people who have 
remained passive about it, 
BMA director. 

But while the government's bizarre tac- 


" maintains the 
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Bhutto: Her decision sparks confusion. 


tics appear to have worked in its favour 
this time, it still has to provide answers to 
institutional investors about its long-term 
privatisation strategy. The most critical is- 
sue facing it is the valuation of state assets. 
As for PTC, the BMA director argues that its 
value ^will become evident when the stra- 
tegic investors are in place, because they 
will be asked to make direct investments 
in the country and be given benchmarks 
and milestones." 

Now, Bhutto also must decide how the 
money raised from PTC will be spent. The 
issue is certain to become intensely contro- 
versial. The opposition already is voicing 
fears that she will increase allocations to 


her party's MPs to spend on development | 


in their constituencies. That would under- 
cut the opposition's chances in the next 
elections. 

The army is also demanding a large 
chunk of foreign exchange to buy new 
weapons. Senior bureaucrats, meanwhile, 
would prefer that Bhutto spend much of 
the money to retire part of Pakistan's 
huge domestic debt of Rs 688 billion 
(about 44% of GDP) and its US$20 billion 


foreign debt. LM 
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TRADE 


Mission 
Impossible? 


American companies in 
South Korea look north 


By Michael Newman in Seoul 

n September 16, James Riddle 
О awoke to a banner headline on the 

front page of The Korea Herald, an 
Fnglish-language daily in Seoul: “Am- 
Cham Korea Trade Mission Visited North 
Korea.” The story detailed how the Ameri- 
can Chamber of Commerce secretly had 
sent representatives to Pyongyang, the 
North Korean capital. “The story is false,” 
protests Riddle, AmCham’s president in 
Seoul. "It's ludicrous nonsense.” 

Ironically, in an editorial in an Am- 
Cham newsletter earlier this year, Riddle 
encouraged his members to “get ahead of 
the power curve,” and to ask Washington 
to arrange a trade mission to Pyongyang. 

A poll of AmCham board members 
showed overwhelming support for the 
proposal. “Most people think the time is 
right to develop some kind of plan for re- 
connaissance in North Korea, to see what 
kinds of opportunities are there,” says a 
prominent AmCham member. 

But as the furore over the purported trip 
to Pyongyang showed, American busi- 
nesses in South Korea face a dilemma. If 
they move too slowly, they could miss out 
on opportunities in a Korea that is edging 
towards unification. But if they move too 
quickly, they risk fuelling Seoul's peren- 
nial fear that the United States has only its 
own interests at heart — whether they be 
diplomatic or commercial — and that it has 
no qualms about undercutting South Ko- 
rea. At the same time, U.S. business has to 
tread carefully for fear of falling foul of The 
Trading With the Enemy Act, a U.S. law 
which prohibits virtually any economic 
contact with North Korea. 

Three years ago, Caltex, a U.S. oil com- 
pany, was chastised when its joint-venture 
partner sold petroleum products to North 
Korea in one of the first economic ex- 
changes between North and South. The 
company was reprimanded by a U.S, dip- 
lomat who caustically noted that breach of 
the act is a felony. 

“Having this draconian law in place is 
an anachronism,” says Gary Sullivan, an 
attorney and an AmCham member. “What 
is the fear? What is it protecting?” 

American Embassy officials counter 
that there are serious global and regional 
issues at stake involving more than just 
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f nn Interim Report Highlights 1994 


m Profit after taxation US$109.1m + 60% 
m Earnings per ordinary share USc5.99 + 50% 
ш Earnings per ordinary share before 

exceptional item US¢4.00 Unchanged 
m Dividend per ordinary share US¢1.65 + 6% 


“Dairy Farm has experienced more severe competition in some of its major markets 
but continued to make progress with its international development. While the overall — 
result for the year will be enhanced by the exceptional gain recorded in the first half, 
the operating profit is likely to remain at a similar level to 1993." 


Simon Keswick, Chairman 
15th September 1994 


Consolidated Profit and Loss Account 





nent (unaudited) Year ended 
Six months ended 30th June 31st December 
1994 1993 1993 
РЕК RET sm  US$m US$m 
Turnover 2,637.4 2,383.7 4,979.6 
Operating costs (25736) 2322 (48079 
Operating profit 63.8 61.5 172.3 
Share of profits of associates — — — 440 _ 12404 (à à 885 
| 107.8 101.9 270.8 
" ExespHonalitem — — — — — — 0 LM B —  —— 
| Profit before interest and taxation 149.6 101.9 270.8 
Net interest expense _ (10.5). (10.3) (18.5) 
Profit before taxation 139.1 91.6 252.3 
Taxation » ________ оу 0939 — S) 
Profit after taxation 109.1 68.0 197.8 
Minority interests — — (—— NE COMES (0.3) 
Profit after taxation and 
minority interests 108.4 68.1 197.5 
_Preterence dividends — — 69) (1.9) (6.7) 
Profit attributable to ordinary 
Shareholders 101.6 66.2 188.8 
Ordinary dividends "n (28.3) (26.1) | (95.5) 
Retained profit for the period 73.3 40.1 93.3 
З е MEE... 
Earnings per ordinary share 5.99 3.99 11.28 
Dividends per ordinary share 1.65 155 | 5.65 
Dairy Farm International Holdings Limited 19] A member of the Jardine Matheson Group 
Incorporated in Bermuda with limited liability Sardines 


Note: 

The interim dividend of US¢1.65 per ordinary share will be payable on 1st December 1994 to ordinary Shareholders on the register at the close of 
business on 30th September 1994 and will be available in cash with a scrip alternative. The ordinary share registers will be closed from 3rd to 7th 
October 1994 inclusive. The ordinary dividend, declared in United States Dollars, will also be available in Australian Dollars, Hong Kong Dollars and 
Sterling calculated by reference to rates prevailing ten business days prior to the payment date. Ordinary Shareholders on the International branch 
register will receive United States Dollars while ordinary Shareholders on the Hong Kong branch register will receive Hong Kong Dollars, unless they 
elect for one of the alternative currencies by notifying the Company's registrars or transfer agents by 4.00 p.m. (local time) on 4th November 1994. - 
Ordinary Shareholders whose ordinary shares are held through the Central Depository System in Singapore (“СОР”) will receive Hong Kong Dollars 
uniess they elect through COP to receive United States Dollars. 
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mga modern industrial culture on com's joint venture in Shenzhen, next to like Qinghua in Beijing and thi: 
x se-line technical competence. Mo- Hong Kong, is inundated with resumes of Science and Technology in Hefei 
| for example, has set upa Beijing from highly qualified, English-speaking base their research on theory, not ont 
ranch of its company “university,” which applicants. That's far more than general ness needs — though they are starting 
aches Chinese employees about Motorola ^ manager Miao, who employs 100 engineers update their curriculums. — 
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| ness for 30 years, 
| copying any thing." Officials from the Con 


, ment. 


































 enues of US$2.6 million, according t 


McCarthy. 
In 1990, Izabel Lam signed a supplier 


. contract with Treasure Siam of Thailand, 


tableware producer, which then sut 


| contracted the production of high-qualit 


silverware to another Thai company, N. \ 
Aranyik. McCarthy alleges that these tw 


| companies began counterfeiting hi 


products in 1992, mostlv for PI 
European distributors. He estimates th 


. fakes have cost his firm around US$6 mi 
. lion in lost orders during the past tw 
i years. 


Lawyers specialising in intellectua 


: property rights in Bangkok say izabe 


Lam's prospects for legal redress in Tha 
land are mixed at best. Although the firm 
products are protected by copyright in th 
U.S., Izabel Lam didn't register its proc 
s copyright office. 
The government may respond t 
McCarthy by saying that his firm shoul 
have sought patent protection of its indu: 
trial design when it first began manufa 
turing in Thailand in the early 1990 
"Izabel Lam never made any official re 


. quest for protection in Thailand so the 
. can't really cry foul now," 


says a lawye 
who's familiar with the case. 
Somchai Wangsilabat, director of N. 


. Aranyik, one of the companies accused « 
2 infringing | Izabel Lam's copyright, denie 


McCarthy's claims. “We've been in bus 
' he says. "We are тк 


merce Ministry were unavailable for соп 


Although Izabel Lam is by no mear 
the first or largest foreign company to et 


| counter copyright problems in Thailanc 


the firm is unique in pursuing its case wit 


| such zeal. At a Paris trade show in earl 
| September, 
. French authorities to issue an injunctio 
. against the department of industrial prc 


McCarthy convinced th 


motion at the Thai Industry Ministry. | 


| brochure distributed by the agency сот 
. tained an advertisement for N. V. 
| yik's products, including those desigr 
' similar to Izabel Lam cutlery. 


Arar 


In Thailand, McCarthy plans to file 


. lawsuit against the Ministry of Industr 
_ within two months, as well as launch civ 
. and criminal actions against Thai firms su: 
. pected of copying his designs. An exect 


tive with an investigative firm retained b 
Izabel Lam says raids on the offending fac 
tories could take place “in the next week c 
two." 

Against the advice of his lawyers ап 
the U.S. Embassy in Bangkok, McCarth 


_ recently went publi ic with his allegation: 


“We've tried dealing with this probl em th 
‘Thar’ way and it just doesn't work, 
McCarthy complained. “The only way t 


| get the attention of the Thai Government i 
: to get right in their face. We are not goin: 
. to let them get away with this." 1 
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THAILAND 
Mekong Friends 


Six countries connected by the 
Mekong River agreed to 
proceed with a multibillion- 
dollar shopping list of energy 
and transport projects. The six 
— Thailand, Cambodia, 
Vietnam, China, Laos and 
Burma — met in Chiang Mai 
on September 18 to consider a 
range of projects drawn up by 
the Asian Development Bank. 
They include hydroelectric 
plants, natural-gas pipelines 
and cross-border road links. 


CHINA 
Pollution Bill 


Pollution costs China nearly 
US$95 billion, or 6.896 of GNP, 
annually, the official China 
Daily said. China's 
environmental-protection 
industry, hampered by 
inefficiency, lack of funds and 
a technology shortage, will 
need investment of Rmb 200 
billion (US$23 billion) in the 
next decade, the paper added. 
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China’s paying for this. 
School Business 


More than 90% of the 
country's primary and middle 
schools have set up subsidiary 
enterprises to supplement 
inadequate government 
funding, China Daily reported. 
The 730,000 school-run 
enterprises, including 400 joint 
ventures with foreign firms, 
produced US$6.9 billion of 
goods and services last year, 


SEPTEMBER 29, 1994 


IRE reete kg 


" a = P 
| E. 
cu 


The Mekong in southern Laos: projects under study. 


earning US$51.2 million in 
profits for the state education 
sector, the newspaper said. 


Heineken in Hainan 


Dutch brewer Heineken said it 
will build a brewery on Hainan 
Island to help meet rising 
demand in Chirfa. The US$67.5 
million plant is expected to 
begin operation within two 
years. It will be the firm's third 
brewery in the country. 


INDIA 
Telephone Entry Rules 


Private operators of basic 
telephone services will be 
allowed to have up to 49% 
foreign equity, 
Communications Minister 
Sukh Ram said. The 
government will allow one 
private operator in each of 18 
regional “circles” outside the 
four major cities of Bombay, 
New Delhi, Madras and 
Calcutta. Ram said long- 
distance traffic will be 
reserved for the government 
operator. 


New Drug Policy 


The government will sharply 
reduce price controls on 
pharmaceuticals, Chemicals 
and Fertilisers Minister 
Ramlakhan Singh Yadav said 
after a September 15 cabinet 
meeting revised drug-industry 
policy. Only bulk drugs with 
an annual turnover of Rs 40 
million (US$1.3 million) will 
remain controlled. Drug 
makers will be allowed to 





have up to 51% foreign equity, 
and joint ventures with 
dominant foreign partners will 
enjoy the same freedoms as 
Indian-controlled firms. 
Previously, producers with 
more than 40% foreign equity 
were restricted to making 66 
specified items. 


Asian Fund Investment 


The Asian Infrastructure Fund 
(AIF) intends to buy up to a 
29.8% interest in a 235- 
megawatt power station being 
developed by GVK Industries 
in Andhra Pradesh state, said 
Peregrine Investments 
Holdings. The investment 
bank, which sponsors the 
US$1 billion fund, said the 
project is the first of several 
major infrastructure 
investments it plans in the 
country. 


MALAYSIA 

Listing Line-Up 

Approvals are pending for 58 
companies to be listed on the 
Kuala Lumpur Stock 
Exchange. The exchange's 
chairman, Datuk Nik 
Mohamed Din Yusof, said 12 
companies have applied to list 
on the main board while the 
remaining 46 are slated for the 
second board. 


Dam Work Begins 


Prime Minister Datuk Seri 
Mahathir Mohamad kicked off 
work on the controversial 


Bakun hydroelectric dam in 
Sarawak. The US$5.8 billion 
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project involves the clearing of 
80,000 hectares of forest. The 
dam, which will supply 2,000 
megawatts of power when 
completed, has been criticised 
by environmentalists who say 
it will displace some 5,000 
people and harm plants and 
wildlife. 


PHILIPPINES 
T-Bill Rate Drops 


Yields on the government's 
91-day Treasury bills, the 
benchmark for Philippine 
interest rates, dropped in the 
September 16 auction to 8.9% 
from the previous week's 
9.1%. It was the lowest rate 
since February 1987. 


JAPAN 
Land Prices Level Off 


Land prices may be starting to 
bottom out after falling for 
three straight years, the 
National Land Agency 
reported. Prices fell 2.3% in the 
year to July 1, compared with a 
4.3% drop a year earlier. Top- 
priced land in the Ginza area of 
central Tokyo was down 34% - 
from year-ago levels. 





Lending interest rate 


for Asia's tigers 
US$ 
20- 
ae S. Korea" 
12- Taiwan 
- Hong Kong 
Ne 
4 Singapore 


'86 '87 '88 '89 '90 '91 '92 '93 '94* '95* 
* Average three-year corporate-bond yield 
Note: 1986-88 figures for Taiwan not available 


Source: Jardine Fleming 
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a = » Hong Kong tumbles = в = Tokyo drops as yen rises again = a в Kuala Lumpur climbs 
steadily а а в Seoul storms through 1,000 = = = Bangkok, Taipei advance moderately s = = 
Sydney, Singapore hold steady in week ended on September 20 = = = 
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tight,” 
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| Power of One 


Rl hen it lists on the New York Stock 
W' Exchange next month, its bankers 
expect to price Huaneng Power Interna- 
tional well above the level set by Shandong 
 Huaneng Power Development, the first 
Chinese power company to trade in the 






`... United States. Underwriter Lehman Broth- 


г ers hopes to get the deal off at a price-earn- 
S ings (P/E) ratio of 17-21 times estimated 
1995 earnings, compared with 14 times for 
Shandong Huaneng. 

Analysts are calling the difference the 
Li Peng premium, to reflect the fact that 
the premier's son, Li Xiaopeng, is a direc- 
tor and vice-president of Huaneng Power. 
An analyst who visited the company says 


еһе found the 35-vear-old Li direct, articu- 


-Jate and assured. 
But the Li premium has less to do with 
his capabilities than his relations. In China, 


experience generally matters less than con- 
^. nections, which play a key role in obtain- 


ving still-scarce resources. Reports that 
Hong Kong magnate Li Ka-shing's 
Hutchison Whampoa would take at least a 
2.5% token stake in the company fuelled 
the sense that this is about as political as 
power deals get. 

But betting on connections could be as 
risky as lacking them. Huaneng may have 
relationships, but a fund manager from a 
major American house asks: "Do they have 
commercial management? Do they have 
directors who will represent the interests 
of the shareholders?" He adds: "They have 
made no effort to make the transition from 
being a communist, state-owned enterprise 
to being a private company.” 

Another worry for analysts is the fact 
that Huaneng Power lacks outside direc- 
tors to voice the concerns of minority 
shareholders in the U.S. As a result, there 


is no check on how the company spends 
^. its money. Many Chinese companies invest 


their listing windfall in property or unoffi- 

cial kerb-market lending rather than in ex- 

panding operations. These deals are rarely 

disclosed. 

, “Such short-term lending is normal 
within the Chinese context when money is 

says the head of research for ап 


outside shareholders, that involves risk. 
Will someone walk away? Will payment 
be late?" 

For its part, Huaneng does seem to have 
other plans for the capital it's raising. The 
company says it intends to build three new 
power plants and expand five more. It 
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plans six additional plants in the future and 
probably will turn to debt or equities mar- 
kets to help fund them. 

The question of how it may invest its 
listing proceeds is only one of many uncer- 
tainties that afflicts Huaneng. Other poten- 
tially troubling issues peculiar to China's 
power sector include lack of assurance on 
pricing, rate of return, supply of coal (four 
out of five Huaneng power plants are coal- 
fired), transport and transmission. 

In addition, Huaneng Power's new 
earnings formula gives little cause for com- 
fort. Its rate of return will climb to a mi- 
serly 15% of net fixed assets by 1998 from 
the current penurious rate of 11%. 

The company is also vulnerable to a 
host of competing interests. For one, local 
power bureaus determine how much 
power is ка. Е ави And that is a 


ГЕ vemm Powers 


| = plans t die s 


` Source: Huaneng Power International | 


| Jining —— 





key tọ profitability. The power bureaus in 
some markets have stakes in competing 
plants, which means that “no assurance 
can be given that dispatch centres under 
the jurisdiction of the power bureaus will 
not give preferential treatment to the 
power plants associated with such power 
bureaus” rather than to Huaneng, says the 
prospectus, 

Pricing policy is equally political and 
uncertain. Local power bureaus and local 
governments must review the figures each 
power plant submits. The local price ad- 
ministration bureau has the final say. 

Yet another unsettling sign for Huaneng 
Power is that Shandong Huaneng, Whi 
made its debut in New York in August, 
has yet to trade above its US$14.25 issue 
price. Although the issue was initially over- 
subscribed, dealers say there was a lot of 
flipping. With a proposed P/E several 
points above that of Shandong Huaneng, 
in an offer twice as big, investors shouldn't 
bet on a quick flip of Huaneng Power. 

ш Henny Sender 
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NEW YORK 


We'll Take You 


A sian-based analysts may feel the need 
to hold their noses before they get too 
close to some of the recent overseas listings 
of Chinese companies. But that hasn't 
stopped American exchanges from wooing 
Chinese firms and regulators. 

Latest to make the rounds of the Mid- 
dle Kingdom was William Donaldson, 
chief executive of the New York Stock Ex- 
change (NYSE), who visited China from 
September 10 to 16. His counterpart at 
Nasdaq, Joseph Hardiman, has already 
been to China twice. 

But then Nasdaq, the computerised 
over-the-counter exchange capitalised at a 
mere US$800 billion — one sixth that of 
the NYSE — has more to prove. After all, 
the NYSE is the world's biggest exchange. 
Joining the two in the pursuit for promis- 
ing foreign companies is the American 
stock Exchange. 

All three agree that growth in listings is 
going to come from overseas, despite low 
trading volumes and poor performances 
for the handful of China stocks that have 
listed on the NYsE's Big Board. But they're 
not just looking at China. They're also in- 
terested in attracting other companies from 
Asia, including, for example, Indian ones. 

In going after that business, each of the 
U.S. exchanges regards the other two as 
its primary rivals. Local exchanges likes 
Hong Kong hardly figure in their think- 
ing. 

Hong Kong could be expected to be 
wary of the challenge from New York. 
Every China company that lists in the U.S. 
means less business for the colony. The two 
most recent examples are Shandong 
Huaneng Power Development, which 
listed on the NYSE in August, and Huaneng 
Power International, which lists there in 
October. 

But what kind of business is New York 
attracting? To accommodate Shandong 
Huaneng, it eased its listing requirements. 
The company was allowed in with only a 
one-year audited track record as opposed | 
to the three-year requirement. E 

In any case, a quotation on the NYS 
"does not imply that a particular stock i 
necessarily a good investment," : 
Donaldson. It remains to be seen how | 
many potential duds a market, however 
large, can absorb. If the initial China list- - 
ings are any indication, New York might _ 
be tested on this score sooner than it bar- 
gained for. And Hong Kong may have the 
last laugh. ш Nigel Holloway 
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When you need important informa- 
tion, you invariably want it fast and 
accurate. The Review Index enables 
rapid access to the most respected 
Asia-Pacific information source; The 
Far Eastern Economic Review, Every- 
thing published during the preceding 
quarter, by country, subject and date 
is detailed in the Review Index. 
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Career 
Opportunities 


Experienced, enthusiastic, international-minded men 
and women are needed immediately to apply their skills 
overseas. If you welcome challenge and have the back- 
ground and desire for a long-term or permanent foreign 
assignment, this could be the opportunity you've been 


looking for. 


We're Kim, Kramer and Chen, an international search 
firm, and we're representing a large, multinational client 
in need of candidates for career positions in the field of 
high-tech research and engineering. Specific positions 
include a specialist in high-speed computers, as well 
as individuals skilled in the areas of physics and the 


physical/biological sciences. 


Beyond pertinent business experience and at least 

an undergraduate degree, you must also have strong 
written and verbal abilities in English and possess 
legal papers to work and reside in the USA. Fluency in 
Japanese, Korean or Chinese is a plus. All fees will be 


paid by our client. 


The economy is going global. This can be your oppor- 
tunity to grow, professionally and personally, with an 
overseas appointment. Send resumes, in English only, 
to Kim, Kramer and Chen, P.O. Box 425360, San 
Francisco, CA 94142-5360 USA. Representing equal 
opportunity employers. Only written inquiries will be 


accepted. 
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DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Aiso Bachelor's, 
Master's and Doctorate programmes 
in Computer Science, Economics, kdr 
cation, Engineering, International Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FER5, Stefansgade 22, Copenhagen 
2200, Denmark. fax: «45 31 81 58 14 
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Professional male, Dutch 
nationality, 11 yrs track record 
in Telecom Semiconductors 
industry (operations, market- 
ing) in Europe and Asia. MSc 
EE, MBA. 


Seeking new challenge in the 
A/P Telecom (semiconductors) 
market. Please reply in writing 
to: No. 0915, Advertising Ser- 
vices Dept, G.P.O Box 160 
Hong Kong. | 
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braham Verghese thought Johnson 
City would be his kamadhenu — the 
sacred cow of Indian myth that ful- 
filled all wishes. In 1985, the Tennessee 
city of 50,000 people in the Smoky Moun- 
tains foothills had much to recommend 
it: balmy weather, a low crime rate, and 
redolent, spicy food such as squirrel stew 
and hog brains with scrambled eggs. To 
Verghese, a 30-year-old doctor specialis- 
ing in infectious diseases at the local Vet- 
erans Administration Hospital, it radiated 
tranquillity and a strong sense of "home." 

But four years of quiet life ended 
abruptly when Gordon, a young man with 
Aids, returned home to Johnson City to 
die. Verghese, who had considered Aids 
a big-city phenomenon, began to treat him 
with a missionary zeal. "I got my own 
chance to justify my expertise, to justify 
my experience," he says in a sonorous 
voice, punctuated with a southern drawl. 
And he got his chance to become a writer. 

Verghese, the Ethiopian-born son of 
Indian schoolteachers, had left his war- 
torn homeland to work as an orderly in 
the United States, then moved to Madras, 
India, where he studied medicine for five 
years. A fellowship in a Boston hospital 
was his last stop before Johnson City. 

"After moving from continent to con- 
tinent without a sense of ever belonging 
to any one place," he says, "I wanted noth- 
ing more than to settle in one peaceful 
place and be a good doctor. Johnson City 
was going to be my own town. Finally, 
this was my own country." 

It wasn't easy to treat Aids in "a town 
of clean-living, good country people." 
First, Verghese had to conquer his own 
fear of the disease. "I would not say 1 
was homophobic," he says. But he had 
witnessed Aids' effects on family ties, and 
the hostilities Aids patients faced. Nurses 
wondered why he took extraordinary in- 
terest in his patients; they deserved what 
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Southern Comforts 





A small-town doctor chronicles his Aids patients' 
unique challenges 


they got, commented one. Other doctors 
felt ill-at-ease treating them, and left them 
in Verghese's care. As the only infectious- 
disease specialist at the hospital, Verghese 
learned that he was not only their physi- 
cian, but a friend and confidant, too. 

In the next four years, Verghese treated 
80 young gay men with Aids. Like Gor- 
don, they had felt stifled by Johnson City 
and fled to bigger cities; when the dis- 
ease struck, they returned to the comfort 
of home. Aids claimed other victims in 
cruel ways: Vickie, a factory worker, 
learned that her husband was bisexual 
when she was diagnosed as 
being HIV-positive; and John- 
son, a religious Christian 
patrician, developed Aids 
after a blood transfusion, 
then tormented himself for 
unknowingly passing the 
disease on to his wife. 

These patients' coura- 
geous stories prompted Ver- 
ghese to write My Own 
Country. Published in June, 
it tracks their struggle as 
Aids took root in a conserva- 
tive rural city, and spread 
through hundreds of lives. 

Verghese had always longed to be a 
writer, but his parents had decreed a pro- 
fessional course. Inspired by Human Bond- 
age, Somerset Maugham’s novel about an 
idealistic country doctor, Verghese chose 
a medical career. He began a journal in 
Johnson City, chronicling the strains his 
all-consuming practice had on Rajani, his 
wife of six years from India. She worried 
that he could be infected by Aids, a fear 
he himself secretly carried. As a result, he 
wrote, "Aids became a friend from a dif- 
ferent social stratum, a friend I indulged 
but no longer brought to the house." 

As he recounts his experiences, Ver- 
ghese clasps and unclasps his hands. He 
wonders if his patients felt relief upon 
finding a foreign-born doctor. "To tell 
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their secrets to a Caucasian face that could 
just as well have belonged to a preacher, 
a judge or some other archetypal author- 
ity figure in their town might have been 
difficult,” he wrote. 


is patients challenged him emotion- 
ally, too: "Aids pulls you across the 


threshold of your own upbringing 
and constraints, primarily because you are 
dealing with people who are very much 
of your own age," he wrote. "They act as 
mirrors and make you reflect upon ques- 
tions of your own morality." 

In January 1990, seeking 
a "cooling-off period," Ver- 
ghese left Johnson City with 
Rajani and their two sons. 
He joined an Aids team at 
the University of Iowa. And 
he enrolled at the lowa Wri- 
ters Workshop, where he 
worked with acclaimed 
writer John Irving and 
earned a Master of Fine Arts 
degree. He sent The New 
Yorker magazine two stories 
about Aids; it accepted one 
of them. An editor there therw 
suggested he write about his 
experiences in Johnson City. 

Verghese accepted the advice. Al- 
though the resulting piece didn't suit The 
New Yorker, it became the foundation for 
his book. For the next two years, he awoke 
at 4:30 a.m. every day to write for three 
hours. Then he headed into the Texas 
Health Sciences Centre in ЕІ Paso where 
he worked as chief of infectious diseases. 
His efforts saw a good return: Simon & 
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Schuster reportedly paid him US$200,000 


for his manuscript; Vintage picked up the 
paperback rights for US$250,000. 

Now, Verghese plans to write short 
stories about Aids. "And then I want to 
work on a novel that will encourage 
young people to become doctors and take 
up specialities that aren't popular" юш 
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Someday, an 'infor- 
mation superhighway" 
will merge computers 
and optical fibres to 
stream images and 
data into our homes 
and offices. Today, 
similar technology is 
already hard at work on 
Taiwan's crowded road- 
ways. An NEC Central 
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Info — hits the roads in Taiwan 
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a network of TV cam- 
eras and fibre-optic 
communications links — 
constantly monitors 
traffic and feeds the 
information to the 
central office. With 
the help of four main- 
frames, controllers can 
quickly unsnarl traffic 
jams. C8C technology 
— paving the way to 


a better future. 
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